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NoelForgeard 
New man in the 
Airbus cockpit 
iriade Track, Page 6 



Market mover 
Pierer aims to spark 
a Siemens revival 
Page 15 



Shell goes green 
Genuine commitment 
or image repair? 
Inside Track, Page 8 


Mexico 

Stock market suffers 
growing pains 
Page 16 
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UN arms inspectors 
suspend monitoring 
of new Iraqi sites 

The UN commission charged 
with dismantling Iraq’s weapons 
of mass destruction said it had 
suspended arms Inspections of 
new sites after Baghdad deckled 
to stop co-operating with UN 
inspectors. Page 2 

Kosovo vffiages attacked 

- Serbian forces mopping up m 
western Kosovo were reported to 
have attacked vffiages In the 

. Decani area near the Albanian 

border. Survivors’ tales, Page 3 

War leas to central Africa 
Leaders of the Democratic 
RepubEc of Congo and Rwanda 
' exchanged threats of outright 
. . war as mediation efforts by 
southern African states began. 

• Page 2 

Hftack passengers held 

• Russian security forces kept 70 

■ passengers aboard an afrfiner at 

• ; Moscow’s Domodedovo airport 
-’.beiteartng hijackers who earlier 

- threatened to blow it op might 
sffli be among them. 

Ta&ian claims last stronghold 

Afghanistan’s Moslem fundamen- 
talist Taliban militia said it cap- 
tured the northern city of Mazer- 
i-Sharff, the stronghold of a coali- 
tion of ethnic mifftias which has 
resisted the Taliban for four 
years. Page 2 

Mora crosses raised at Auschwitz 

Roman Catholics erected five 
new crosses outside the Nazi 
death camp at Auschwitz, 
despite Israeli caSs that dozens 
of crosses at the site be 

■ removed. 

Foreign activists detained to Bums 

Eighteen foreign activists were 
detained in the Burmese capital , 
after hanc&ng out leaflets c^Bng 
on people to remember a massa- 
cre of opposition supporters 10 
years ago. Aimtorary calm. 
Page 3 

- BaSog party atotf to Sweden- 

Sweden’s ruUng'SbtSal Demo- 
creto widened thetr laad over the 
man opposition Moderates' six 

- Weeks before a general election, : 
according the latest opinion pod. 

r- m 

Denktash says rating ‘imjmrt’ 

; ! Turkish Cypriot leader Rauf 
fcenktesh said a European court 
^**ang that Turkey must compen- 

- -^ate a Greek Cypriot refugee ' . 
r i &om fighting in 1974 was "unjust 

’^rid biased". • 

■ S il to yi to inmonre spark t en sio n 
’ oh the internet of a - • 

. ~ a — H® °f racial unrest in 

■ .Malaysia Sparked a run on sugar, 
Hour and ftte, while some busi- 
nesses sent workere home and 

dosed eariy. Page .4. .. 

km ready for nonnalsation 

Iran signaled its willingness to 
normalise relations with Iraq, but 
said that exchanging all prisoners 
from their 1980-88 war must 
come first 

Brazil announces labour reform 

"The Brazilian government has 
announced an extensive reform 
of foe country’s labour laws in an 
attempt to halt rising unempioy- 
. merit Page 4 

Bed Atlantic workers strike 
About 73,000 workers went on 
strike at Bell Atlantic, one of the 
biggest US telephone compa- 
nies, posing a threat to telephone 
services in New York, Washing- , 
ton DC and the north-east 
Pages 

Fossett on course for S Africa 

American adventurer Steve Fos- 
sett was far out over the south 

Atlantic, hearted for South Africa 
in his attempt to make the first 
non-stop trip around the world In 
a balloon. 
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business news 


UBS removes LTCB 
from brand name 
of joint venture 

United Bank of Switzerland has 
removed any reference to Long 
Term Credit Bank from the brand 
name of its Joint venture with the 
Japanese bank, and may buy the 
50 per cent of the joint venture it 
does not own. Page 13 

independent motor traders 
involved in rontawereta!. "unoffi- 
cial” car imports to the UK have 
applied for jutSetai review at the 
High Court of UK government 
rules rastriettog their activities. 
Page 12 

Towers Perrin, management 
consultancy, has warned inves- 
tors to check for hidden charges 
in the "expensive aid anti- 
quated” asset management ser- 
vices in Europe. Page 12 

B0C, the British industrial gases 
group, is expected to announce 
up to 3,800 Job cuts around tile 
world tomorrow after a vride 
cost-cutting review. Page 13 * 

Audi, the executive car subsidiary 
of Germany's VoBcswagen, 
underlined its position as one of 
Europe's fastest-growing car 
companies when it reported first-- 
haif 1998 pre-tax profits 
increased by 64 per cent to 
DM804m $454m). page 16 

Merger activity amoiig Bropean 
banks has accelerated to the last 
18 months, yet most mergers in 
the sector have toiled to defiver 
value to thdr Investors, accord- 
ing to a new study. Page 14 

tosuance, telecoms and transport 
companies are the most af risk 
of disruption from the introduc- 
tion of European economic and 
monetary union. Page 13 

Sob, Sweetish carmaker, has 
announced higher first-half 
fosses after production stop- 
pages and increased cost? assor 
aated wfth the US launch^ Hs 
flagsftip 9-5modeLPage 16 


FBI agents to probe embassy blasts 


By RMitt J Wotffa k Washington, 

Mfcfarfa Wrong to Mnbt and 
Boob Xhatsf U London 


Albright rejects calls for swift action against terror suspects 


The US has sent more than 100 
investig ators tram the Federal 
Bureau of Investigation and 
other agencies to track, down the 
bombas who devastated build- 
togs near US embassteelneBsi 
Africa on 'Friday, killing more 
than 200. - 

IS officials yesterday said a 
video camera ori top of the US 
embassy fn' Dar cs Salaam,. Tan*' 
zanfa’s capital, may have -filmed 
the attack. Bat no details ware 
available about the film’s 
contents. 

The Daily Nation, Kenya’s lead- 


ing . newspaper, also carried 
reports by witnesses who claimed 
to have seen a man drive into the 
rear parking bay of the US 
embassy in Nairobi in a pick-up 
truck just before the blast there 
The newspaper also quoted a 
se c u r ity man who said he had 
seen three Arabs using a video 
to film the embassy four 
days before foe blast Be told foe 
Nation he had alerted the guards 
at the embassy but they had dis- 
missed his fears. 

However, three days after foe 
US nffidul* admitted 
they had no firm evidence of 


which groups were behind the 
attacks. 

Madeleine Albright, US secre- 
tary of state, yesterday warned 
against calls for swift retribution 
against possible suspects, saying 
more information was needed 
before the US could act 

She said: "I think that while 
there might be an instant gratifi- 
cation to do something about an 
attack cm us, we have to be abso- 
lutely sure we have the tacts 
straight. The memory of foe 
United States is very long and 
our reach is very far, and we 
have systematically brought in 


people who have been accused of 
t er r ori st acts." 

Speculation about responsibil- 
ity far foe attacks continued to 
focus an extremist groups in foe 
Middle Bast. A previously 
unknown Islamic organisation 
calling Itself the Islamic Army 
far tiie Liberation of Holy Places 
claimed responsibility at the 
weekend for the bombings, in 
statements sent to Arab news 
organisations. 

The group said the Nairobi 
attack had been carried out by 
two Saudis from Mecca and the 
Dar es Salaam bombing by an 


Egyptian. However. Islamic 
groups in London said they had 
never heard of the Islamic Army 
and warned It might be a new 
group trying to make Its mark by 
claiming attack;; it had not been 
involved in. 

As the search for the perpetra- 
tors Intensified, the White House 
faced criticism that it had taken 
a soft line an terrorism by failing 
to identify the terrorists behind 
the 19% bombing of a US com- 
plex in Dhahran. Saudi Arabia, 
which left 19 American service- 
men dead. 


US under fire, Page 2 
Edttortai Comment, Page 11 



Chinese sokBen fry to rapafr a dyke to stop floodwatara of the Yangtze Rher pouring into the efty of Jh^ang. Nearly 
Km people have had to leave their homes due to the wore* floods In over 40 year*. Report, Page 4* Retire Reuters 


Palestinian Authority under 


-T.+pt 


up to 

sea as&te frdro CnSdff Lyonnais's 

to - 

soil AOM, one of France’s big- - 
gesf afatines. Page 16 • 

Mehft-Seria, Hritenri's food 
largest forestry group, reported a 
sharp increase in first-half profits 
following rising demand for paper 
and packaging products and 
reduced loan losses. Rage 15 

Uttfa public Offerings on the New 
York stock market wflMhte week 
provide some indication of insti- 
tutional investor sentiment after 
two weeks. of turbulence Jn 
global stock markets. Page 15 

B En te rt ain ment Television, the 
Los Angeles-based cable and 
sateffite network, is talking to . 
partners about launching a UK : 
channel Page 14 

Canada’s bank shares fell after a 
profit warning from Canacfian 
Imperial Bank of Commerce on 
Friday sparked ferns of a slow- 
down In the .sector. Pegs 16. 

Casta, the Japanese electronics 
group, announced plans for a 
Y15bn (SI 03m) share buyback as 
part of an effort to improve 
shareholder equity. Page 15 


The World Bank has warned India 
that Its high public sector deficit 
Es threatening the country’s mac- 
roeconomic stability and acting 
as a dreg on growth. Page 4 

WoddEfprty MaricefSr 

The la ln at trend s and data from 
than 50 nattooaTrnartets at a gi tote';.'.; 
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’Hie Palestinian Authority, 
responsible far foe autonomous 
areas of the West Bank and Gaza, 
has come under Hre from interna- 
ticauQ damns in a dispute over 
ftnuHng of up to $GQ(toi a year. 

A letter signed by the Euro- 
pean Union - the largest cf the 
donors - foie Weald Bank, USAid, 
Japan and Norway, has criticised 
Nabfl Shaath, Palestinian minis- 
ter of pfanming ^ Tntpmarfjqnpi 
co-pperatioc, far the authority's 
slowness in setting economic 
strategy and spending priorities 
for foi* com i ng year. 

He was one of several ministers 
singled out last year for alleged 
c orrupti on by the auditing com- 
mittee of the Palestinian legisla- 
tive coancfl, the de facto Pales- 
tinian paiflimwnt. 


The letter, sent to Mr Shaath, 
blames him far “lack of clarify", 
saying it was still “unclear as to 
exactly what assistance is needed 
by foe Ministry of Planning" to 
set out an agenda for the Pales- 
tinian development plan (TOP). 

Mr Shaath is responsible for 
drawing up the plan, ’the blue- 
print for setting out recurring 
costs and priorities for 
distributing dnnnr 
The donors also warned that 
the authority had to prove its 
"ability to absorb moderately 
high levels. of investments ... in 
an environment of heightened 
competition for aid budgets". 

Mr Shaath admitted there was 
prwr rrwiminiiieatlftn between the 
donors and the authority, but he 
rejected charges that the develop- 
ment plan lacked a strategy. “We 
are ■Sharpening our priorities," he 


said. “We have identified water, 
sewerage, roads, education and 
health as our priorities and lare] 
asking donors to choose from 
among these sectors." He said an 
annual 5600m of donor assistance 


was required until 2001. 

But donors believe the Pales- 
tinian economy has few chances 
of improvement and self-suffi- 
ciency unless Israel allows full 
and free passage of goods 
between and in and out of the 
West Bank and Gaza, and until 
the PA sets up an adequate tax 
and Investment legal framework. 


Tokyo may be 
forced into wider 
banking reform 


By GBBao Tett to Tokyo and 
Janes Ranting to Befang 


Japan’s prime minister yesterday 
said the government could make 
its plans for banking sector 
reform more radical to win 
broad-based political support for 
key financial sector bills. 

“We need to pass [our banking 
bills] as early as possible by stri- 
king a compromise with the 
opposition parties, no matter 
what the cost," Keizo Obucbl 
said. "We must enter into talks 
with opposition forces that may 
have negotiable plans." 

The Japanese opposition have 
warned they may seek to block 
the bill in the Upper House of 
parliament because they believe 
the ruling Liberal Democratic 
party’s plans are too timid. They 
want to introduce more transpar- 
ency and speed in tackling prob- 
lems, as well as to consider 
nati onalising hanks 

Although the LDP has so far 
rejected these calls, the Upper 
House elections last month have 
given the opposition more 
strength in parliament and may 
farce foe LDP to change some 
proposals. 

This would potentially bring a 
new dimension into Japan’s 
efforts to tackle the banking sec- 
tor. which has problem loans 
worth Y87,000bn <5603bn). The 
LDP is planning to submit to par- 
liament two banking bills this 
week, including legislation to cre- 
ate a "bridge bank" that would 


make it easier Tor Japan to cope 
with any possible bank collapses. 

The fate of this bill is being 
closely watched by foe markets 
because it is central to efforts to 
tackle banking sector problems. 

The yen ten to a two-month 
low of Y146.25 against the dollar 
on Friday, almost touching the 
Y146.75 level it reached In June 
before the US unexpectedly 
stepped in with a round of inter- 
vention. The fail reflected market 
disappointment that Mr Obuchi 
did not pledge more radical bank- 
ing reform in his first speech to 
parliament on Friday. 

Tbe LDP argues that any delay 
in passing the bill could deal a 
blow to market confidence this 
week and further undermine the 
yen. This in turn could fuel fears 
about a wave at competitive 
devaluations across Asia. 

However Jiang Zemin, China’s 
president, yesterday reiterated 
Beijing’s pledge not to devalue 
tbe Chinese currency, telling the 
visiting Japanese foreign minis- 
ter that China would continue its 
efforts to keep the renminbi sta- 
ble despite a slowing economy. 

Although a period of political 
wrangling in Tokyo about the 
"bridge bank” hill could add to 
market unease, some of Japan's 
trading partners, such as the US, 
also hope the opposition’s moves 
win farce the LDP to improve its 
hanging legislation. 

That staking footing. Page 11 
Joint venture fa doubt, Page 13 


UNHCR responds to 
claims oyer accounts 


By Amfrmr EdgedHte-JohnEoa 
fa insdoa 


The United Nations High 
Commissioner for Refugees 
moved at the weekend to defuse 
criticism of its management and 
financial practices, with a rebut- 
tal of allegations raised by the 
Financial Times investigation 
into the organisation. 

The nine-page document pub- 
lished eight days after the 
UNHCR originally said it would 
respond to. allegations of dubious 
accounting and management 
shortcomings, was circulated to 
53 donor governments on Friday. 
Several donor nations had 
expressed concern about Issues 
rafoed by the investigation.* 

The UNHCR’s report said its 
record must be judged in the con- 
text of the "extraordinary 

demands” placed on it by the 
hazardous areas in which its staff 
operate. The number of refugees 
relying on the operation has dou- 
bled to'22m over 10 years. It said 
the agency, fad by Sadako Ogata, 
foe high commissi oner, ‘“wel- 
comes close external and internal 
scrutiny of its operations, believ- 
ing foe* it is critical far reyjtalfr 
lag the organisation and Hriping 
it remain strong”. 


Concerns were raised about the 
UNHCR’s accounting practices in 
a report from an International 
hoard of auditors last month. 
Some points bad been raised in 
previous years, including con- 
cerns that the organisations with 
which the UNHCR works in the 
field bad. not submitted audit cer- 
tificates Jn time to back up 
UNHCR's annual expenditure 
statements; delays by field 
in subediting project monitoring 
reportsj and problems with imple- 
menting a new asset-manage- 
ment system. The organisation 

said, however, it had taken mea- 
sures “to improve itself far the 
sake of better servtoes to refugees 
and to maintj rin the commitment 
of its member governments’’. It 
also rejected allegations of "dubi- 
ous” accounting practices. 

The. UNHCR laid heavy empha- 
sis ah the fact that foe auditors’ 
concluding judgment on its 
accounts for 1997 was "positive 
and unqualified”. 

The report did not tackle aDre- 
’ gallons that it has not adequately 
monitored its compliance with 
UN policy guidelines on the pro- 
tection of women, children and 

the environment. 

UNHCR tomta fs dates, Pag* 2 
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Kenya rescue teams 
turn on US marines 


By Mteheta Wrong in Nairobi 

“The Americans have 
behaved like assholes from 
day one," snorted the ambu- 
lance worker. His scathing 
comment summarised the 
feelings of many of those 
standing in the cold, waiting 
to see whether microphones 
and sniffer dogs provided by 
Israel would yield further 
signs of life below the con- 
crete and metal. 

In the three days since a 
massive bomb ripped 
through Nairobi's city cen- 
tre, heavily armed marines 
working with grim efficiency 
have cordoned off the shat- 
tered US embassy building 
behind a screen of barbed 
wire and grey sheeting. 

But by last night their fail- 
ure to join the frantic exca- 
vation efforts atop the huge 
pile of rubble once known as 
U fundi House had triggered 
amazement and fury among 
exhausted rescue workers. 

Situated behind the 
embassy, the seven-storey 
building housing insurance 
offices and a secretarial col- 
lege took the main brunt of 
Friday morning's blast 

While the embassy 
remained standing, the old 
block, described as “soft” by 


Israeli specialists, simply 
folded. Until Saturday night 
the calls of victims buried 
under the debris could still 
be heard. 

But despite growing evi- 
dence that the collapsed 
Uftindl House, rather than 
the legation, would eventu- 
ally give up the greatest 
number of bodies, US 
marines remained behind 
their self-appointed perime- 
ter, warning away outriders 
attempting to enter the doc- 
ument-strewn premises. 

”1 went into the embassy 
soon after the blast to pull a 
victim out and a marine pul- 
led a gun on me and shouted 
at me to back ofT." said 
David Tredrea, a trauma spe- 
cialist. “Since then 1 don't 
believe a single one of them 
has helped in excavation on 
Ufundi House." 

Other rescue workers com- 
plained that in the hours fol- 
lowing the blast, when pass- 
ers-by scrabbled with their 
hands at the wreckage. US 
marines brushed away 
requests for shovels and dig- 
ging tools. “People were ask- 
ing for a drill so that we 
could get some air to the 
people we could hear inside. 
But they refused," said a 
Red Cross worker. 
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A US embassy spokesman, 
William Barr, said the criti- 
cisms were unfair, given 
that overwhelmed US offi- 
cials were still trying to 
locate scores of missing 
employees and establish bow 
many had died inside the 
embassy itself. 

“We don't have a whole 
load of people on the ground 
as it is, 1 ’ be said. 

Prudence Busfanell, ambas- 
sador. acknowledged there 
might have been “some mis- 
understanding", but stressed 
the marines were trying to 
protect a site that could 
yield vital clues to FBI inves- 
tigators. 

“You have to cordon off in 
order to maintain the evi- 
dence," she said, “It looks as 
though we're trying to keep 
people out, but we're trying 
to keep the site intact It is 
in everybody’s interest to 
find out who is behind the 
evil." . 

More than 300 US investi- 
gators, medical personnel 
and rescue specialists are 
heading for Nairobi with 
equipment and medical sup- 
plies. 

But according to members 
of the Israeli team - veter- 
ans of earthquakes sui- 
cide bombings who took 



Israel special rescue teem members end Kenyan rescue workers canrytag en Injured man Reuters 


over excavation operations 
at the weekend - the 
chances of finding survivors 
become virtually . nil after 
the first 72 hours. 

“Last night we were still 
talking to ah injured woman 
named Rose,” said Captain 
Danny Kaplan. “But we 
haven’t heard her voice 
today. She may be too tired 
to talk or she may be dead.” 

By yesterday good news 


had become thin on the 
ground. An injured man was 
miraculously pulled from 
Ufundi House still alive on 
Saturday after 36 hours 
below the debris, and there 
was a flurry of excitement 
yesterday when a caretaker's 
wife and .her 13-yearold son 
walked dazed from the still- 
standing Cooperative Bank 
House. 

Scores of US personnel 


will continue to fly into Nai- 
robi.: with expertise and 
equipment in the coming 
hours; But the time for mira- 
cles has probably already 
drawn to a dose. 

For disillusioned residents, 
the mass arrival of US per- 
sonnel will smack more of a 
Washington exercise aimed 
at reassuring worried voters 
back home than one aimed 
at saving Kenyan lives. 


White House defends security services 


By Richard Wofffa 
In Washington 

The US administration 
yesterday defended its secu- 
rity services against criti- 
cism in the wake of Friday’s 
car bomb attacks against US 
embassies in Nairobi and 
Dar es Salaam. 

Madeleine Albright. US 
secretary of state, said the 


end of the cold war had 
made it more difficult to 
gather intelligence about 
groups planning to attack 
US targets. On NBC televi- 
sion. she said: “We went 
through 50 years where we 
knew who the enemy was. 
and we consolidated our 
forces, we built up our mili- 
tary. we had a way of deal- 
ing with a specific threat - 


the Soviet Union and com- 
munism. 

“We now have a new 
threat Global terrorism is a 
huge threat, and we discuss 
it at aU levels. But it is a 
complicated one. It comes 
from a variety of places, it 
deals with individuals who 
are willing to commit suicide 
in order to do It or some 
other act, and I think that 


we as a country have prob- 
lems with this, and we are 
dealing with It here and 
internationally.” 

In the wake of the attacks, 
international analysts have 
criticised the US government 
for failing to adapt its intelli- 
gence operations to the 
threat of terror groups. US 
agencies earlier this year 
also came under fire for fail- 


ing to alert Washington to a 
nuclear build-up in the 
Indian subcontinent 

Richard Haas, of the 
Brookings Institution in 
Washington, said the US still 
relied too heavily on cold 
war tactics of satellite sur- 
veillance and intercepting 
telephone calls. 

That strategy was inade- 
quate against international 
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te rrorism, which demanded 
more' human intelligence to 
track.- down . individuals, he 
said. ' 

The White House yester- 
day said it would attempt to 
speed security improve- 
ments at US embassies 
worldwide, after blaming 
con gr essional spending lim- 
its for delaying work in Nai- 
robi until next January. 


and imra Steer to, NewrYork .- 

The- United -Nations 
Commission charged, with 
djSTnapt iin g Iraqis weapons 
af' ihass' destruction 
(Unseam) yesterday, said it 
had suspended arms 'inspec- 
tions of new sites after Bagh- 
dad decided to strip cooper- ' 
afctng with UN inspectors. ; 

The. move intensifies a 
stand-off between the UN- 
and Iraq, which began last' 
week when Baghdad said it 
would suspend its coopera 1 
turn with Unseam and called 
for ah immediate end to - 
sanctions imposed after it 
invaded Kuwait in 1990/ 

Janet SuUrvan, of tbe-UN 

Bpghdg d nrt gn m g Ttinnttaring 
and verification centre. Said 
the inspections would be 
suspended. But Unshorn 
experts: would continue to 
monitor sites already identi- 
fied by inspectors looking for 
evidence d prohibited weap- 
ons. ■ 

“In light of the present sit-. 
iigfihn and pending farther 
instructions,, inspections are 
being conducted of the sites 
in Iraq which are subject to 
monitoring." she said.- These 
included sites either 
declared by Iraq or desig- 
nated by Uuscom. 

The Security Council has 
dismissed the Iraqi move as 
“totally unacceptable" but is 
backtracking from its earlier 
threat of “severest conse- 
quences” if Baghdad violated 
the agreement worked out 
between Kofi 'Annan, UN 
secretary-general, and Iraqi 
President Saddam Hussein 
in fc&ruary. In it, Mr Sad- 
dam pledged fuD access for 
UN.inspectora.- 

Madeleine Albright, US 


• said that Iraq would not win. 

. the latest standoff. “Saddam 
"Hussein has wrestled him - 
.-self -to the ground. - He is. 

.stock in : a box and he has 

■ thrown 7 away the key.” sbe 
told NBC’s Meet the Press. 

. Despite ate Security Coun- 
.. oil's divisions over policy 
’ towards' Baghdad, Richard 
Butler, chief UN weapons 
inspector, said yesterday. “I 

■ don’t hear any one in-tbe 
.'Council saying Iraq should 

be relieved of its obligations. 
There are a variety of 
approaches .of how to skin 

- this caL” 

Robin Cook. British for- 

- eign secretary, accused the 
. Iraqi, leader of .“playing bis 
1 cat and mouse game again” 

and insisted , that ' the sanc- 
tions imposed on Iraq In the 
wake of the Gulf war would 
not be lifted until it com- 
plied with UN demands 
’■ - Iraq’s ruling Baath party 
newspaper al-Thawra yester- 
day said' the row with the 
UN experts could only be 
resolved by easing sanctions, 
and that Baghdad would 
. hot accept “a piece of 
sweet given to an angry 
child” 

The sanctions include a 
ban on the free export of 
Iraq’s oil. its most profitable 
commodity. 

To have sanctions lifted, 
Unscom must certify that 
. Iraq is free from all pro- 
scribed weapons. 

The dispute began when 
Mr Butler last .week rejected 
a demand by Baghdad that 
he : state that Iraq had 
destroyed its dangerous 
weapons. 

He said he did not have 
the evidence to support such 
a declaration. 


UNHCR counters claims of financial mismanagement 


By Andrew EdgecUffe-Johnson 


The United Nations High 
Commissioner for Refugees 
has issued a detailed rejec- 
tion of allegations in the 
Financial Times concerning 
financial and other misman- 
agement. dismissing allega- 
tions that the organisation is 
wasting money or that it has 
lost focus. 

The UNHCR says the FTs 
articles contained “gross 
errors and misrepresenta- 
tions, half-truths and dis- 
torted facts”. 

The FT’s investigation, 
published on July 29. was 
based on interviews with for- 
mer and current employees 
and internal documents. 
These included a detailed 
report by an international 
board of auditors, completed 
last month, on the way the 
organisation manages the 
funds received from donor 
nations. 

The UNHCR cites the situ- 
ation in former Zaire in 1996 
as an example of the preSr 
sures under which it oper- 
ates. Appeals to govern- 
ments to remove criminal 
and armed elements from 
the country's refugee camps 
went unheeded, it says, leav- 
ing the organisation with 
little option but to employ 
Zairean soldiers to maintain 
law and order. Those same 
soldiers later killed refugees 
and UNHCR staff. 

Against this background, 
the UNHCR insists it places 
“heavy emphasis on ensur- 
ing responsible management 
of its financial and other 
resources". 

■ The auditors’ report: 


nvvvcut TIMES 
PuMbW tn TTk Financial TnitiM Europe) 
GmbH. NiWunrsuftiw 5. WJ1>* Frank- 
fun am Main, (jennaiu Tdqtanr "--14 
t* Iff s»i. Fax +*+> iW <**> MM Rorn- 
wntid id Frankfurt K J Walla BraiJ. 
Cobu A Kcnnanf a- IkHtuilrtuhia onil 
m Lilhlan !» Dj»k 1 C M Bcfl Humean, 
aai A Lid C MiHcr Deputy Chairaun Thz 
ihucirolJer t*f the Financial Tine* 
lEwDJVtriOhH I PdiMUl Owrco HolJ- 
u£s LunikiL J Butayictt Gaefa s. Lua- 
J»o WiX ILE Shareholder of this 
kfrapany e> Peac-on pL. rcasstrrd at the 
uste jiklm* 

GER.MVNY: 

Rccfothiblc fur aJictuu? control Culm 
X KeDiunl Pnarer Hcnwi bfcnamixil 
V« Uficex-Hu. halt mbH. tdaujl-Ri^n- 
Aihl- Sitomc 3a. Nai taheo ISSN 
ora TJfrJ Responsible Editor Richard 
Lambert t'» Hr f surreal Fonci Lmmal. 
Number One South tvari. BtiJec. L-md-iti 
SEl «HL 
fiLtVX* 

Puhtdosg Director P Marjirdu. 42 Rue 

La Bov-iic- ‘MW. MR IS Tefcpbroc I'.*!* 
cffft 5254. Fai It’D y‘t> Pnaier 
S_\ NiWil Eclair 15--1 Rue tie Cane 
F-5VHO Ronton t eda I Eiinur Rwlunl 
Lambcti ISSN II4*-2"‘3 CommiiMos 
Panurc No S3WD 
SWEDEN: 

Rcvrnisbk PuMthcr Bradb. P Jotasoo. 
TdrehuK ♦*> 5 ’41 *145. ftinta AS 
RijSsmtonfen Eiprcua. P0 But. ts»r. 
S-S.MI Ob. li'mLipac 

•* Tie Fouocul I'lrtt' Li mted IWj 
Edsor Richard Lambert, Ji The Knunaal 
Tams Lmctal Samba One Souih-a.^k 
RnJM. London SEl MIL 
R 


The FT found that the latest 
auditors’ report, covering 
1997, highlighted recommen- 
dations made for several 
years which had not been 
implemented. However, the 
UNHCR says it had an 
“excellent record” of 
cooperation with the audit 
board, and of “following up 
on audit recommendations”. 

The auditors' report 
included concerns that “the 
financial statements [for 
1997] do not truly reflect the 
expenditure during the 
year", that accountability of 
implementing partners was 
weak, and that expenditure 
on projects was sometimes 
overstated. 

The UNHCR points, how- 
ever. to the “positive and 
unqualified” conclusion to 
this year's report. 

■ Administrative costs: 

The FT alleged that a sub- 
stantially smaller proportion 
of the UNHCR’s budget is 
spent on refugees than the 
80 per cent it officially 
claims, and that its accounts 
contain “hidden” administra- 
tive costs. 

The UNHCR say’s its finan- 
cial statements “make clear 
distinctions between money 
spent on assistance to refu- 
gees and administrative 
costs". It says administrative 
support costs amounted to 
10.5 per cent of total expendi- 
ture in 1997. In answer to a 
query, a UNHCR spokesman 
said another 20 per cent 
went on "programme deliv- 
ery”, including the cast of 
personnel to protect refu- 
gees. 

■ income and expenditure: 
The UNHCR acknowledges 


Aircraft chartered in Zaire ‘never left the ground’ 


The United Nations High 
Commissioner for Refugees 
paid $130,000 to charter two 
aircraft which may never 
have left the ground, 
according to the 
organisation's rebuttal, 
writes Andrew 
Edgediffe-Johnson. 

Details emerged to 
response to a report In 
Africa Confidential, the 
London-based newsletter, 
that the UNHCR might have 
financed supply flights of 
ammunition as well as food 
to soldiers of the former 
Zaire during the country's 
civil war in 1996. The 
soldiers later kiBed refugees 
and UNHCR staff in the 
region. 

A UNHCR spokesman, 

Kris Janowski, said the 
organisation had unearthed 
evidence that the aircraft to 
question never flew from 
Kinshasa, the Zairean 
capital, to Goma In eastern 
Zaire, where the soldiers had 
been employed to guard 


its auditors* query as to 
whether amounts pledged by 
donors should be recorded as 
income before they are paid. 
The board found that $64J2m 
was recorded as income and 
voluntary contributions in 
the 1997 accounts although it 
had not been received by 
December 31 1997. However, 
UNHCR says: “As far as cur- 
rent financial rules are con- 
cerned. UNHCR has not 
overstated income and mem- 
ber governments have folly 


UNHCR refugee camps. - • 

He said the UNHCR was 
still “not 100 per cent sure” 
whether the flights had gone 
ahead, but* added that an 
UNHCR investigation into 
the flights had produced a 
“dear letter from air traffic 
control to Kinshasa” 
indicating that no such 
flights took place on 
November 1 1996, the date 
to question. 

Mr Janowski confirmed 
the UNHCR had paid 
$130,000 to Jeffery Travel, a 
Kinshasa charter company, 
for the flights. 

He said the organisations 
had not been able to recoup 
the funds as the company 
had “fallen apart” when 
Mobutu Sese Seko’s regime 
coflapsed. 

He added that the episode 
was evidence of the acute 
problems posed by 
situations in which the 
UNHCR worked, rather than 
of lax controls. 

The Financial Times has 


endorsed this practice.” 

The FT cited the auditors' 
concern that $193.5m was 
recorded in a provisional 
account and not justified by 
the end of the year. “This 
issue is a technical one and 
deals with the question of 
the point at whidh expendi- 
ture incurred by implement- 
ing partners should be taken 
into the UNHCR’s accounts.” 
the UNHCR says, adding 
that the board wants further 
improvements to this proce- 


seen purported copies of 
Invoices from Jeffery Travel, 
dated October 30 1996, for 
two flights of 30 tons • 
of maternal and equipment, 
at a cost of $65,000 
each. 

Documents dated October 
31 also confirm that the 
UNHCR's regional office to 
Kinshasa requested that its 
administrative office should 
make the payments. 

An unsigned printed 
document apparently 
replicating Jeffery Travel’s 
missing aircr aft logsheet for 
November 1 records that an 
aircraft made two flights to 
Goma that day. carrying “60 
tons of material and 
equipment”. 

The UNHCR said, 
however: “Airport records 
and observers on the ground 
confirm that no such aircraft 
left Kinshasa between 
October 29 and November 
2, and further that the Goma 
airport was dosed on 
November 1.” 


dure. 

■ Absence of certificates: 
The auditors have raised 
concerns every year since 
1994 that the accountability 
of Implementing partners 
was weak because audit cer-' 
tificates have not been sub- 
mitted in good time. By 
March 1998 no such certifi- 
cates bad been received for 
1997. The UNHCR denies 
that this meant it was 
impossible to know what 
money had been spent or 



Bosnian chadren peering through a window with ptoWk: sheeting d ona ted by UNHCR fast year AP 


how, saying that it has ot her 
control mechanisms includ- 
ing its staff in the field. It 
adds that It has taken steps 
to “ensure a more compre- 
hensive and timely submis- 
sion of audit certificates". 

■ Allegations of frarah 
UNHCR management told 
the auditors that no cases of 
fraud and presumptive 
frauds bad come to its notice 
during the year, although 
the FT learnt that lawyers 
for one former staff member 


claimed last year that he 
was victimised for being a 
whistleblower having 
reported two frauds. The 
UNHCR’s report says that it 
reports fraud cases only 
after investigations have 
been completed, and that it 
found no fraud or presump- 
tive fraud when it investi- 
gated the former staff mem- 
ber's allegations. - 
■ New systems: 

It says that the FTs state- 
ment that a staff perfor- 


mance appraisal system was 
shelved after more than $3™ 
has been spend, on outside 
consultants is incorrect. The 
FT has learnt that the 
UNHCR’s Financial Manage- 
ment Information System 
Version 5, an accounting sys- 
tem on which it spent more 
than $2m. was scrapped last 
year in favour of a new pack- 
age after two years of devel- 
opment The separate Career 
Management System is 
being implemented. 


EMERGENCY SUMMIT SOUTHERNJ^FRICAI^TATESjflPPOINT GROUP TO PROBE C0NFUCT__ 

Congo warns Rwanda of war 


Taliban 
of last a 


By Our international Staff 

Leaders of the Democratic 
Republic of Congo and 
Rwanda exchanged threats 
of war at the weekend as 
mediation efforts by 
southern African states got 
under way. At the end of a 
seven-nation emergency 
summit at Victoria Falls, 
Robert Mugabe, Zimbabwe’s 
president, called for an end 
to the fighting and 
announced the appointment 
of a committee to investigate 
the widening conflict. 

The Congo government 
last night said that it had 
launched twin offensives 
against rebels and Rwandan 
soldiers in the east and west 
of the former Zaire and that 
fighting was taking place on 
both fronts. 


Mr Mugabe said the com- 
mittee - comprising Zim- 
babwe. Zambia, Namibia and 
Tanzania - “will immedi- 
ately get to work to ensure 
that. . . fighting Is stopped, 
that there is a ceasefire”. 

“We wilt investigate all 
allegations. . . but for us the 
important thing is that the 
fighting is put to an end,” 
Mr Mugabe said after the 
meeting, attended by Laur- 
ent Kabila, president of 
Congo, and Rwanda's leader, 

Pasteur B irimunga 

But the absence of South 
Africa, not invited to the 
meeting, raised doubts about 
the likely Impact or the ini- 
tiative. A South African gov- 
ernment delegation has held 
separate talks with Mr 
Kabila in the southern 
Congo city of LubumbashL 


At the end of the summit, 
Mwenze Kongolo. Congo’s 
justice minister, once again 
called for the withdrawal of 
Rwanda’s troops, which he 
alleged were supporting anti- 
Kabila rebels in eastern 
Congo. Asked what would 
happen if Rwanda did not 
withdraw, he said: "Then 
there will be war." 

Throughout the weekend 
Congo radio broadcast accu- 
sations against Rwanda and 
urged young people to join 
newly created militia units 
to defend the country. 

Mr Kabila accuses the Tut- 
si-led Rwandan government 
of masterminding the revolt, 
although Rwanda has denied 
the charge. 

> On his return to the Rwan- 
dan capital, Kigali. Mr Bizi- 
rmrngu accused Mr Kabila of 


trying to establish a pretext 
to.. attack Rwanda and 
threatened Congo with a pre- 
emptive strike. “We will not 
wait for Congo to attack 
first ” Mr B irimung u told 
Associated Press. 

He said Rwanda -had evi- 
dence that Mr Kabila had 
been training at least 10,000 
former Hutu soldiers and 7 
militiamen, whom he 
planned, to use against 
Rwanda. ' . 

The soldiers and militia, 
were responsible for the 1594 
genocide of - more than 
500,000 minority Tutsi and 
politically moderate Hutu. 
The killing ended when Tut- 
si-led rebels won power. in 
Rwanda in July 1994, send: 
ing the former Hutu govern- 
ment across the border into 
Congo. 


i claims capture 
Afghanistan city 


By Ctwfee Ctover h Moscow . 

Afghanistan’s Moslem- 
ATnda-mpflfrnl iKt Taliban mili- 
tia says it has captured the 
northern city of Mazar-i- 
Sharif, the stronghold of a 
coalition of ethnic militias 
which has resisted the Tail- 
ban’s advance for the last 
four years. 

Iran, which is hostile to 
the Taliban, ■ accused the 
group of capturing ll Ira- 
nian diplomats in the dty. ft 
demandeOsgpair immediate 
release. 

.However, spokesmen for 
the Afghani resistance say 
die Taliban's attadc on the 
city, was repelled on Satur- 
day. 

If the Taliban’s reports are 
correct, it would mean the 


group now controls virtually 
all of Afghanistan. Mazar-i- 
Sharif, on the road to Kash- 
mir, had been the last city to. 
remain outside its grasp. - 
' Officials In Pakistan, 
which has been dose to the 
Taliban in the past, said 
their reports indicated that 
the .group had captured 
Maxar-i-Sharlf; although" U : 
might not yet have gained 
complete control of the city.' 
Resistance forces still con- 
trol some strategic passes 
high in the Hindu-Kush 
mountains. 

The Taliban has captured 
Mazar-i-Sharif once before,, 
in May 1997, but was unable 
to bold on to it Experts say , 
if the Taliban* manages to 
retain control of the dty this 
time, it would fundamentally 


alter the balance of power in 
southern and. central Asia, 
affecting flashpoints from 
Kashmir to Iran. -• 

“The seizure of. Mazar-i- 
Sharif will certainly' affect 
the balance, of power 
throughout the region.” said 
Irina Zviagelskaya, a central 
.Asia expert at the Russian 
Centre for’ Strategic 
Research and International 
Studies in Moscow, speaking 
before the weekend: 

The fall of Kabul In xggg 
cemented an alliance 
between -Russia and Iran to 
bads the northern forces. A 
further Taliban victory could 

strengthen Pakistan’s polfti- 
,cal Influence in the southern 
Asia region, aggravating ten- 
sion between India and 
Pakistan. 
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NEWS DIG EST - • 

jPjggJTC OVER LA BOUR CO NTRACT 

Bell Atlantic hit as 
73,000 workers walk out 

y eslerxi 3y went on sW® at BeS • 
J®^*93est U$ telephone companies, pos- 
?i?^^^ ;te iS^ servic8S h New Y<x ^ Washtog-7 
resl 01 ^ dens e*y Populated north- 
extern US. Th© employees walked out after toe* union. 
J® Communic^on Workers of America, rejected terms for 
toe renewal erf their labour contract. 

B^l Atlantic provides telephone, cellphone, cable televi- 
n^et soyices to more than 27m customers in 
13 "Orth-eastern slates. It said 22.000-23.000 managers 
would be deployed 12 hairs a day, six days a week, on 
work previously done by the striking workers to minimise 
the disruption to customers. 

Automated telephone calls, which account for the vast 
majority off traffic handled by Bell Atlantic, should be 
largely unaffected by the strike. But the company said 
customers might have to wait longer than usual for opera- 
tor or directory assistance, and delays to repaas and new 
installations could build up If the strike continued. 

BeU Atlantic said there was “absolutely no reason” for 
the strike because the two sides were dose to agreement 
over increased wages and benefits and continued job pro- 
tection. The company and union were due to meet again 
late yesterday, with the company optim i sti c that a deal 
would be reached. Richard Tomkins, New York 

GERMAN BUSINESS 


Share of exports holds steady 

Germany's share of world exports in 1998 looks set to 
remain at last year's level of 10 per cant, according to a 
report published today by the Goman chambers off Indus- 
try and commerce (DIHT). The study Is compiled from data 
collected by DIHT representations in 74 countries. 

German exports last year rose 12A per cent However. 


volume of world trade, leaving Germany with a yesr-on- 
year drop of 0.7 percentage points In its share. 

The DiHT report pointed out that last year German com- 
panies had performed strongly in markets with low growth 
rates, while their share in fast-growing markets such as 
Chile, Ireland or China had only been 6.5 per cent 
The bulk of German exports still goes to countries n 
Europe, where Germany’s market share dropped from 19.1 
per cent in 1996 to 18.1 per cent in 1997. whBe the US 
share of toe EU market rose 0.8 percentage points and 
China 0.3 percentage points. 

However, toe study attributed these shifts largely to cur- 
rency fluctuation. Tobias Buck, Bonn 


HUNGARIAN CURR ENT ACC OUNT . • ‘ 

Deficit rises in June 

Hungary’s current account deficit climbed $520m In June 
to bring the cumulative six-month total to $947m, up 
$184m or 24 per cent compared with the same period last 
year. Prefimfnary figures from toe central bank show that 
toe June deficit was boosted by the relatively large 
monthly outflow of repatriated funds- cormecled to Hunga- 
ry’s increasingly productive manufacturing industries, 
whIcha^nro^fore^n-<wned.Thesabrpughtthafiist- 
hatfoutfk>wr^aWto;toiifflgntovestm(aTtto$94Smi- 
against $645m last year. , .... • - - 

„ The tftlftjfLtbS, eyas# acgqtMjtfas^, 


Survivors tell 
of massacre 
in Orahovac 

Guy Dflimore pieoes together a picture of 
what may be the worst atrocity in Kosovo 
since the conflict erupted into war 


T hree weeks ago, a reli- 
gions sanctuary and 
surrounding streets in 
Serbia’s southern town of 
Orahovac were - according 
to s um vorg - the scene of a 
massacre of civilians by 
police forces. 

Many of those ■ who 
escaped are too terrified to 
speak of events mired tin con- 
troversy. Survivors of the 
Halved denrisb order - a 
Shia Moslem sect - scattered 
in all directions from the 
sanctuary, .known as a 
tekke. j oining an exodus -of 
refugees fleeing a govern- 
ment offensive across . the 
province of Kosovo against 
separatist rebels. 

By piecing together the 
testimony of witnesses, a 
picture has emerged of what 
may have been the worst 
atrocity In Kosovo since the 
long-simmering conflict 
erupted into war five months 
ago. Fighting broke out in 
Orahovac on July 17. 
Emboldened by their suc- 
cesses in seizing key roads 
and villages, fighters of the 
rural-based Kosovo libera- 
tion Army <KLA) tried for 
the first time to take over an 
urban centre. 

The town’s 20,000 or so 
people - an ethnic rrrix of 
Albanians, Turks, Moslem 
Slavs and Serbs - sheltered 
in their basements. 

“On July 20 we ran from 
our houses and took shelter 
in the tekke. There were 800 
to LOGO of us, mostly women ' 
and children," recounted one 
Albanian man too scared of 
reprisals to give his name. 

The leader of the Balvett 
sect in Orahovac, founded 
some 300 years ago, was 
Sheh Mnhedin, a cleric in 
his 80s revered as a saint 
Baba or “father” Sheh. as he 
was known, was not a KLA 
supporter and had tried to 
preserve the peace in Ora- 
hovac by negotiating with 
the town’s Serb mayor. 
Baba Sheh told the terri- 


fied throng of people: at 
. around 11am that police had 
threatened to enter the 
tekke if they did not leave. 
His grandson Fatmir and 
another man agreed to lead 
them out. "We thought God 
would protect us in the 
tekke but Baba Sheh asked 
us to leave and we believed 
in' his sacred words," the 
survivor explained. 

“We started moving 
towards the centre of the 
town to the [S unni ] mosque. 
We saw two armoured per- 
sonnel carriers of the pofice. 
Fatmir went first with 
another man. their bands 
raised in the air and asked 
them sot to shoot. But one 
policeman started to shoot in 
the air and the crowd turned 
and fled. The firing went on 
and at least 16 people were 
killed at that moment. There 
were only 50 to 60 men in 
the crowd and the police tar- 
geted them," he said. 

The side of the town's 
main square close to the 
tekke is riddled with bullet 
holes. A nearby Sunni 
mosque is also heavily dam- 
aged. ' 

The crowd divided. One 
group ran back towards the 
tekke. A second group 
reached a factory called 
Spektri H on the northern 
edge of Orahovac, where 
more police opened fire. 

Finally they reached the 
village of Drenoc and were 
joined by other survivors, 
about 250 in all They melted 
into the woods and hills. 

Another man described 
how the next day he 
returned to the tekke In 
search of missing relatives. 
He said he saw two bodies in 
the courtyard, the caretaker 
and an old woman. By the 
main building there was a 
large man lying on bis stom- 
ach. He turned him over it 
was Baba Sheh- In pnp hand 
he held several keys. He was 
shot in the back. 

The grandson Fatmir told 
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reporters he bad heard the 
shots that killed Baba Sheh. 
He was told by other wit- 
nesses that police demanded 
that the old cleric open the 
wooden lodge where he held 
religious audiences and, 
when he turned to do so, a 
man dressed in black shot 
him dead with a pistol 
How many people died 
over those three days has 
not been confirmed. Killings 
occurred across the town, in 
gardens and homes. Fatmir 
told journalists that over 200 
people died but was too 
scared to give a full account. 
A source dose to western 
investigators said the Hal- 
ved community had a list of 
215 people believed killed. 
Including children- it has not 
been made public. 

R esidents say that on 
July 21 police and 
local people cleared 
the streets of bodies, loading 
them on trailers for burial. 
About a dozen were sent to 
the nearby town of Prizren 
for burlaL 

Rumours spread of the 
massacre and the existence 
of mass graves. Diplomats 
were initially sceptical and 
played down the sketchy 
reports that could not be 
substantiated - at the same 
time as western govern- 


ments were ignoring the 
widening Serbian offensive 
that was destroying tbe KLA 
and its dream, unpopular in 
western capitals, of indepen- 
dence for tbe Kosovo Alba- 
nian majority. 

Colonel Bozidar Filic. 
police spokesman on an 
escorted tour of Orahovac. 
insisted that a total of 58 
Albanians had been killed. 
All were “terrorists" who 
died in combat. He said 40 of 
them had been buried indi- 
vidually and properly m the 
presence of a judge next to 
the Moslem cemetery. Local 
people say graves are scat- 
■ tered around the town. 
Reporters wandering near a 
vineyard found a pile of 
earth capped by stones and 
two smaller mounds. Farm- 
ers said a woman and her 
two children were buried 
there. 

“The rumours about mass 
graves is a product of Alba- 
nian terrorist leaders to dis- 
tract attention from tbeir 
heavy defeats." Col Filic 
said. He demanded wby no 
one asked about the fate of 
the town’s Serb population, 
saying five bad been killed 
and 58 were missing. Kosovo 
Albanian sources believe the 
KLA executed some prison- 
ers in retaliation. 

Reacting to such reports of 


atrocities, the wanton 
destruction of villages and 
the flight of an estimated 
230.000 refugees over I he 
past five months. Richard 
Holbrooke, the L'S envoy, 
warned last work that Yugo- 
slav President Slobodan Mil- 
osevic had increased dramat- 
ically the possibility of 
western military interven- 
tion. ."Cato exercises are to be 
held in neighbouring 
Albania next week. 

Robin Cook, British for- 
eign secretary, said: "If there 
is any truth in these horrify- 
ing accounts lof mass graves 
in Orahovac] we must have 
a firm and united interna- 
tional response." 

Kosovo Albanians believe 
US investigators have com- 
piled evidence of what hap- 
pened in Orahovac and fear 
there is a cover-up. The US 
and its divided European 
allies warned Sir Milosevic 
of possible Nato action two 
months ago but did nothing. 

Three years ago tbe 
slaughter of several thou- 
sand Bosnian Moslems by 
Serb forces in the Bosnian 
town of Srebrenica finally 
provoked Nato into launch- 
ing bombing raids that 
quickly ended Bosnia's civil 
war. Western diplomats 
doubt that history will be 
repeated in Kosovo. 


Greece 

upgrades 

bank 

controls 


By Karin Hops 


Greece's central bank has 
announced long-awaited 
reforms aimed at upgrading 
internal controls at the 
country’s commercial banks, 
many of which lack effective 
systems of risk management. 

The Bank of Greece is try 
ing to speed modernisation 
of the banking system ahead 
of the euro's launch. 
Although Greece is not 

expected to adupt the single 

currency until 2001, the sec- 
tor will become exposed to 
competition from banks in 
the euro-zone next January. 

Commercial banks with 
assets of more than Draoobn 
(SI bn i arc required to set up 
a risk maKigement unit by 
tbe end of this year and to 
introduce regular internal 
audits. “We want to ensure 
that all banks under our 
supervision have adequate 
internal control systems 
which can help improve 
operational efficiency. Shetl- 
and transparency," slid Lou 
kas Pupnderaas. central bank 
governor. 

Alniut 15 leading Greek 
banks will be affected, 
including several state- 
controlled banks which have 
resisted pressure to improve 
credit controls and have 
acquired a large portfolio of 
doubtful loans. 

The reforms are expected 
to force more bonks to adopt 
international accounting 
standards in order to mert 
detailed reporting require- 
ments on their financial 
position. Only a few Greek 
banks choose audits by 
international accounting 
firms in preference to less 
rigorous local procedures. 
Tbe timing of the central 
bank measures is also 
related to a wave of consoli- 
dation in the banking sector, 
following the Socialist gov- 
ernment’s decision to sell 
several small state- 
controlled banks under Us 
fast-track privatisation pro- 
gramme. Five banks have 
changed hands Otis year os a 
group of private Greek 
banks compete aggressively 
to build market share. 


F^C^jeiECpj DOWNTURN IN CALLS 


period-last year. The cerrtrafbankjxit foe. June figures 
down to seasonal fluctuations apd remains confident that 
the year-end current account defidt wfli'be within 
toe target of 2-2.3 percent of gross domestic product 
(tester Eddy, Budapest 


HONG KONG LEADERSHIP 



Tung’s popularity tumbles SDafkS SLUDGY 

The popularity of Hong Kong’s leader, Tung ChetMiwa. ^ ‘ 0 


The popularity of Hong Kong’s leader, Tung Chee-hwa, 
has hit a new low, reflecting growing pufic perceptions tod 
the territory's battered economy is in free fall, according to 
an opinion poll published yesterday. .. . 

Tbe potf in toe Sunday Morning Post found 56 per cent 
off toose questioned were satisfied wHh Mr Tung’s perfor- 
mance, a 5 percentage point drop since June and part of 
a steady downward trend. His popularity peaked at 89 per 
cent In-October and : he was haBed as a hero iri toe.montos 
following Hong Kong's return to communist China after . 
more than 150 years of British cotontal rule. 

But then Asa’s financial crisis caused toe economy 
shrink 2.8 per cent in toe first quarter c* 1998, spawning 
heavy job cuts. Reuter, Hong Kong . 


W AR CRIMES TRIBUNAL 

Indicted Serb shot dead 

A Serb wanted by the international war crimes tribunal was 
shot dead by a policeman after an argiznent at a cate in 7 
central Serbia, police said at toe weekend. Slobodan MHj- 
kovta and two other people were she* on Friday night after 
Miftovic insulted an officer's girlfriend, the police said. The 
policeman was arrested., . . - 

Miljkovic, 36, was indicted by toe UN war crimes tribunal 
at The Hague for war crimes and crimes against humanity 
committed^ to toe north-eastern Bosnian town of Bosanski 
Samac in 1992. Agencies, Belgrade 

BURMESE CRACKDOWN 

Anniversary marked by calm 

The 10th anniversary of Burma’s violent crackdown on 
democracy protesters passed without toodentat toe 
weekend as mititar/ authorities made concilatory gestures - 
towards toe opposition National League for' Dem ocracy , 
However, Aung San Suu Kyi, opposition trader, promised 
to “do everything we can” to push the ruling junta to con- 
vene parliament later tots month. ■ ■ . 

Residents ^Rangoon, toe capital, said Saturday’s anr* 

versary of events which led to foe deaths of thousands off . 

protesters was marked by an eerie quiet as many people 
stayed Indoors. A few small groups gathered pagodas 
and other religious sites and some foreign, activists - • 
dropped leaflets around town, but .nothing threatened to_ . 
provoke any significant disturbances, . 

In an interview with Britain's Channel Four -teleyfeton, Ms 
Suu Kyi said she would continue to ^assert hqr rights. . .to 
Svejlnywbere l wish*. TedBardadce,Bangkok . 


By David Owen bi Paris 

A row over public telephone 
boxes is disturbing France’s 
summer slumbers. 

Touched off by an internal 
France Telecom letter 
pntlintng ways to respond to 
a quicker-than-ezpected 
do wn turn in telephone box 
traffic, the. apparently 
parochial affair baa revealed 
many of the tensions 
underlying the country’s 
often reluctant embrace of 
Anglo- American-style capi- 
talism. 

It also gives an insight 
into France’s strong-rooted 
public service ethic and tbe 
extent of the powers of local 
officials. 

The letter from 
Jean -Francois Pontal, 
executive director of France 
Telecom's general public 
branch, said phonebox 
traffic had been foiling since 
the start of the year, “in 
contrast to the forecast of 5 
per cent growth which 
served as the basis of the 
-establishment- of the 1998 


triggered a strong reaction 
from the trade. unions into 
whose hands the letter feU 
“Once again the logic of 
financial profitability is 
prevailing, to the detriment 
of public service and users’ 
interests,” trumpeted the 
pro- Communist CGT in a 
recent press release 
Tbaneboxes to sufficient 
number, in all villages, are 
an essential element in 
guaranteeing coherent 
planning and fighting 
exdnsion. In this way, the 
opening of France Telecom’s 
capital. . . is placing a 
question mark over the 
concept of public service 
which cannot accommodate 
the current financial. logic. 
“The government's 


ADVERTISEMENT 

Arab Bnk pic Is pk a ad to announce that it has iccched credit ratings from Thomson Bank Watch. ■ US based bank credti rating agency. 

Tbe fufl tot aT the rating release is provided bdow. 

' New Rating 
Arab Bank Plc 

Bank Watch Ratings 

Arab Beak pk (Amman, Iordan) 

Inner: assigned B 
Short Itra: a srigetd TBW-l 
Senior Debt: assigned AA-» 

* The Senior Debt tfbrrfgn currency) rating wa g ned to Arab Bank only covers senior obfigatioos that have been issued by 
Arab Bank plc br anch es located in the United States. United Kingdom, and France. 


ALGERIAN GAS^ . _______ 

Blast hits pipeline 

A blast hit an Algerian gas pipeline tit foe weejeend, cutting 
off. foe gas flow, foe Algerian state^wn^^OTm-^ . - 
Sny^ &xratrach, said yesterday. TJe bla^ fo«c**d by a 
fire, damaged the pipeline over about a i.5-metre 

to a.sWement Soi?airach did not say what 
Sutf-ltie Hast or whefoergas exports wouW bti 
affected- Reuter, Algiers 


The do wntur n had come 
“earlier and more brutally 
than expected”, bat was not 
& surprise in the me d i um 
term,_ given the growing 
popularity of mobile phones, 
which, after a slow -start, 
were now used by more than 
13 per cent of the French 

population. 

-Increased use is also being 
made of call-cards issued by 
alternative operators winch 
have mitered the market 
since full liberalisation at 
the start of foe year, . . 

. Under these, dream- 
stances, Mr Pontal said, it 
was advisable to ‘‘radically 
change the way the a cti v i ty 
is. piloted to maintain the 
expected level of operating 
profit". He called for an 
urgent plan, in eluding a cut 
in Investments. . the 
divestment of some of the 
sites running the biggest 
deficits, and a redaction in 
staffing lwels. 

What to some countries 
might appear a fairly routine 
case' of adjustment to 
reduced demand . has 


The affair gives an 
insight into 
France's 
strong-rooted 
public service 
ethic 


announcement of the sale of 
a new tranche of France 
Telecom’s capital can only 
accentuate the _ harmful 
effects of these trends for the 
company’s employees and 
the great majority of its 
users," it said. 

France Telecom is now 
pouring oil on troubled 
waters, Insisting that no 
“revolution” is on the cards 
and that the overall number 
of phoneboxes - 226,000 at 
the end of last year - is 
rising and will continue to 
do so. 

The affair has also put the 
spotlight on some 
interesting aspects of the 
law governing phoneboxes. 

All communes of fewer 
than 1,000 inhabitants must 
have at least one. Any 
reduction of the number of 
phoneboxes in communes of 
fewer than 2,000 inhabitants 
requires the consent of the 
food mayor. 


Thomson Bank Watch is pleased to announce 
the assignment of new ratings for Arab Bank 
PLC. The rating exercise for Arab Bank was 
indeed unique as foe legal structure of tbe bank 
is unlike anything previously seen, even when 
compared to developed markets. While 
typically it is unusual to split a rating as such, 
foe very nature of foe legal structure of Arab 
Bank necessitates such an action. 

Arab Bank PLC can lay claim to one of the 
longest and decidedly the most distinguished 
histones of any bank in the Middle East region. 
The bank’s origin pre-dates World War n and 
has continued on during periods of regional 
turmoil and strife that would have severely 
tested and destroyed the resolve of many 
institutions not just regionally but globally, if 
similar circumstances were applied. During all 
of these periods, foe bank has not just weathered 
each crisis, but in every case benefited and 
emerged even stronger. Arab Bank can be 
described in at least two ways. The first way. foe 
bank is clearly a survivon The second way is 
that the bank’s own name can be a misnomer, 
especially from risk profile perspective. While 
the book is headquartered in Amman Jordan, the 
overall country risk profile resembles some of 
foe best banks domiciled in both Western 
Europe and the United States. The bank brings 
with it a Tong history and a philosophy that its 
cu&omers are indeed “first and most important”. 
It is this philosophy that has created the bank 
that exists today and that can lay claim to be a 
peer bank when compared to some of the best 
banks in foe world. Tins philosophy has also 
moved Arab Bank into being one of tbe only 
troc “flight to quality*’ banks in the Middle East. 
Arab Bank is diversified over a broad 
geography where operations comprising more 
than 80% of consolidated activities are 
conducted outride of Jordan. The unique capital 
structure enables the bank ratings to be 
considered independent of any sovereign rating 
for foe couniry in which foe Arab Bank is 
headquartered Further there are sufficient legal 
precedents and opinions which indicate that any 
potential extraterritorial seizure of Arab Bank 
external assets by local regulaiory authorities is 
highly unlikely and not valid undo- most if not 
all legal jurisdictions. Accordingly, as foe vast 
majority of Tier 1 capital, and assets are outside 


of Jordan thereby greatly diminishing the 
element of transfer risk and as a hard currency 
(US Dollar) is the functional currency for Arab 
Bank, Thomson Bank Watch employs foe global 
ratings scale for the Arab Bank rating. 

Asset quality is extremely solid given the history 
of expertise cultivated and applied to lending. 
Additionally, a conservative level of loan loss 
reserves is maintained to fully cover non- 
performing loans. The tenor of the loan portfolio 
is quite short with &(Kf- scheduled to mature 
within one year as of YR97. Total loans for Arab 
Bank typically represent less than 50% of assets. 

The stability of earnings is enhanced by foe 
conservative asset/liability management as well 
as the lending strategy and geographic 
diversification. Also supporting the sound 
financial position is a healthy capital base with 
the BIS Tier I ratio exceeding l2Cr and 
shareholders' equity to assets of nearly 9^r. 

Arab Bank is well established and dynamic, as 
demonstrated in its sound performance and 
impressive perseverance. Management has 
planned for any potential disruption in the Arab 
region by building capital in its branches in 
some of the world's major financial centres. 
Even in the unlikely event of a regional 
difficulty affecting more than Jordan. Arab Bank 
has more than sufficient asset liquidity to repay 
all foreign currency obligations. As Arab Bank 
has several sizable subsidiaries, affiliates, and an 
extensive network of international branches, the 
bulk of consolidated equity is housed outside of 
Jordan. Management has coordinated tbe broad 
geography of banking operations through foe 
hubs in Amman. London and Geneva. 

The underlying strategy has been a focus on 
serving Arab communities worldwide, 
particularly through trade finance both on and 
off of foe balance sheet. Credit quality is solid, 
as are loan loss reserves and capital. 
Management prefers to maintain a high degree 
of liquidity mainly in conservative inter-bank 
placements and government securities. 
Consequently, returns have been modestly 
lower than those of diversified international 
banks. Management’s successful and well 
developed strategy provides the foundation for 
tbe continued sound expansion of operations. 


01998 Thomson Bank Watch, Inc. Bank Watch is a registered trademark used herein under license by Thomson Bonk Watch. Inc. 
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WORLD BANK ECONOMIC REPORT HIGH PUBLIC SECTOR DEFICIT MAY ENDANGER STABILITY AND CURTAIL GROWTH 


India warned of deficit danger 


By Amy Louiss Kazmin - 
in Heir Delta 

The World Bank has warned 
India that its high public 
sector deficit is threatening 
the country’s macroeco- 
nomic stability and acting as 
a drag on growth. 

In its annual report on 
India's economy, published 
in New Delhi, the World 
Bank said India urgently 
needs to cut subsidies and 
broaden its tax base "to 
reduce the risk of macroeco- 
nomic instability” and 
increase resources for rapid, 
private-sector led growth. 

"High fiscal deficits absorb 
funding from the private sec- 
tor. threaten macro-stability 


and hinder financial sector 
reform," the report says. 

During the last fiscal year, 
India's central government 
deficit was about 6 per cent 
of gross domestic product, 
one of the largest in the 
world. Though the budget 
announced by Y ash want 
S jn_ ha, finan ce minis ter, in 
June projected a deficit of 5.6 
per cent of GDP, the bank 
says that subsequent adjust- 
ments, including a rollback 
in a proposed import tariff, 
will reduce projected reve- 
nues by 0.2 per cent of GDP. 
leaving the deficit at 5.8 per 
cent 

The report also says 
India’s states are in an 
"increasingly unsustainable 


position” due to their exces- 
sive subsidies on items such 
as power to formers, and this 
“increasingly" threatens the 
provision of the social and 
physical infrastructure 
needed for development 
In the last seven years, 
spending by states on social 
infrastructure has dropped 
by 0.4 per cent of GDP. The 
report urges India to elimi- 
nate non-merit subsidies, 
realign public spending 
towards such core public 
sector activities as mass edu- 
cation and health, rural 
roads and urban infrastruc- 
ture, leaving other areas to 
the private sector within a 
competitive and sound regu- 
latory framework. 


It also calls on New Delhi 
to proceed with privatisation 
and reduce trade barriers. 
After growing an average of 
7 per cent for three years. 
India’s GDP saw its gro w t h 
slowing to 5 per cent In 
2997-98. Tile report blames 
this an the slowdown in the 
pace of liberalisation since 
1993. 

While India's initial liber- 
alisation between 1991-93 
triggered a growth spurt 
through "improvements in 
resource allocation and 
reduction in costs", the bank 
suggests that benefits from 
the initial refor ms have now 
been exhausted and Further 
improvements will only 
come with further liberalisa- 


tion of both Internal and 
external markets. 

While India’s external 
position was comf ort a b l e in 
the last year, the bank 
warns of growing pressure 
on balance of payments, hi 
1997-93. tiie current account 
deficit rose to an estimated 
S6-2bn, or L6 per cent of 
GDP, up bum 9L4bD or L2 

per cent of GDP. in 1996-87. 

The bank projects that the 
curr e n t account deficit will 
rise further to 25 per emit of 

gdp by imam 

The bank says India's for- 
eign exc h ange reserves, 
which were 826L3bn at the 
end of March 1998, wzZ! taS. 
to $22.6bn in the current fis- 
cal year. 
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Chinese 

floods 

force 

14m to 

flee 

homes 

By James Harding to Beijing 


China yesterday took its 
most aggressive steps so far 
to ease the throat of flooding 
in the industrial city of 
Wuhan, blowing up dikes 
upstream on the Yangtze 
river in order to protect the 
city's 7m inhabitants. 

The decision to destroy 
secondary dikes; and 
inundate an area that was 
home to about 50,000 
people, is the latest of 
China's increasingly 
desperate efforts to cope 
with the worst seasonal 
flooding in more than 40 



Adfetraugtit man rows a boat past las Hunan vBage, wider water for six weeks 


Torrential summer rains 
have raised the water level 
on the Yangtze to its highest 
mark since 1954, when 
floods killed 30,000 people 
and affected the lives of 
30m. 

As the water has seeped 
through river walls and over 
the tanks of connecting 
waterways, more than 
2,000 people have already . 
died in this year's flooding 
and 13.8m people have 
been forced to leave their 
homes. 

More than 2m people, 


including large numbers of 
military personnel as wall as 
civilians, are now involved in 
the efforts to reinforce the 
dfces along the Yangtze. 

The crisis is drawing 
increasing participation from 
international aid 
organisations as wed as 
pledges of bilateral 
assistance. Over the 
weekend, a number of 
international leaders 
conveyed their condolences 
to President Jiang Zemin. 

The US is expected to 
deliver a shipment of 
humanitarian relief 


equipment in central China 
today. Rood prevention 
officials yesterday hoped the 
destruction of the dikes 
would divert 800m cubic 
metres of water and lower 
the level of the river by more 
than 10cm, reducing the 
threat of flooding in Wuhan. 

More than half a million 
people have already been 
relocated in central China In 
case the government 
decides that more 
substantial dikes need to be 
destroyed aid lager areas 
must be inundated in order 
to spare Wuhan and the 


communities on the lower 
reaches of the Yangtze. 

However, in some areas, 
the official Xinhua news 
agency reported, Chinese 
officials were unable to 
destroy dikes over the 
weekend "because some 
local villagers were reluctant 
to move”. The flooding also 
looks likely to act as a 
further drag on China’s 
already slowing economy, 
damaging agricultural 
production as well as output 
along the Yangtze valley. 
According to official 
estimates, the lives of more 


AP 

than 240m people have 
been affected by this year's 
flooding and summer 
storms. 

The economic damage 
from the floocflng is already 
estimated to be well in 
excess of S5bn and 
economists suggest that it 
wifl prove a further obstacle 
to China’s achieving its 8 
per cent growth target for 
1998. 

There are also growing 
concerns about the threat of 
epidemic illnesses in a teas 
that have now been 
inundated for several weeks. 


INTERNET RUN ON SUGAR, FLOUR AND RICE AFTER REPORT OF RACIAL UNREST FOLLOWING INDONESIAN ANGER 


Malaysian race rumours spark fears 


By Sheila Mdtafty 
in Kuala Lompt? 

Rumours on the internet oC a 
resurgence of racial unrest 
in Malaysia sparked a week- 
aid run on sugar, flour and 
rice. Some businesses also 
sent workers home and 
dosed early. 

Abdul Rahim Noor, inspec- 
tor-general of police, dis- 
missed the reports as specu- 
lation and rumour but 
expressed surprise at the 
extent of the panic. 

“This clearly shows that 
the racial clashes in 1969 are 
still lingering in people’s 
minds, he said." 

The 1969 street clashes pit- 
ted the ethnic Malays, a 
majority but historically 


poorer, against the large Chi- 
nese minority, which holds 
much of the wealth. They 
prompted a race-based eco- 
nomic policy which since 
then has sought to give 
Malays economic parity. 

But the recent economic 
crisis has undermined these 
efforts. 

Both ethnic groups are 
straggling to pay debts 
keep businesses running. In 
addition, in an effort to help 
revive the economy, which Is 
expected to contract more 
than 5 per cent this year, the 
authorities have rolled back 
Malay equity quotas, the cor- 
nerstone of file race-based 
policy. 

Many suspect the rumours 
were aimed at foiling the 


government decision not to 
extend work permits for 
many foreigners when they 
expire on August 15; 

The majority of Malaysia's 
2m foreign workers are Indo- 
nesians. 

In the run-up to the dead- 
line, the capital has been rife 
with rumours that Indones- 
ians .had stocked up on 
machetes and planned to 
incite riots to keep from 
being repatriated. 

Tensions between Indones- 
ians and Malaysians have 
been high since the regional 
financial crisis resulted in 
an frrfhrg of illegal Indone- 
sian immigrants seeking 
work. 

Malaysia does not have 
enough jobs for them and. 


has been deporting them by 
the HwnsjpHu 

Several months ago immi- 
g rants m a deportation camp 
attacked Malaysian police 
with swords carved from 
fence posts and barbed- wire- 
covered spears to protest 
against deportation, provok- 
ing a confrontation In which 
one corporal was killed. 27 
policemen were injured, and 
eight immigrants died. 

While some suspect the 
authorities will relent for 
tear of a second flareup so 
close to. the September 11-21 
Commonwealth Games, the 
authorities maintain they 
will proceed with deporta- 
tions. Malaysian forces have 
been In evidence on the 
streets of the capital to pre- 


vent Indonesians attempting 
to incite riots by pitting 
Malaysians against one 
another. 

On Friday users were 
unable to log on to Jaring, 
the Malaysian internet ser- 
vice provider, for much of 
the day. 

Many suspected the 
authorities had blocked 
access to limit the spread of 
the rumours, but t hat could 
not be confinned. 

: Mahathir Mohamad, the 
Malaysian prime minister, 
warned such rumours would 
persist: “This will happen 
more often, of course, 
because these are irresponsi- 
ble people who wQl deliber- 
ately incite unrest in Malay- 
sia and cause problems ” 
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China faces 
quandary 
over speed 
of reform 


8* . - 
Btitor, 1 b London 


Chuia’s economic growth 
rate would be little affected 
in the short ♦ »***»> if the coun- 
try slows the pace of eco- 
nomic reform now, but it 
would lag badly in the first 
decade of the next century, 
leaving the economy expand- 
ing well below the level 
needed to provide the higher 
living standards for which 
the government is hoping. 

This is the main conclu- 
sion of a study by the Econo- 
mist Intelligence Unit Q5N), 
which looks at the medium- 
term consequences of the 
policy options facing' the 
Chinese authorities. 

If China keeps reform ed a 
fast track, restructures its 
state enterprises and bank- 
ing system, allows a market- 
oriented monetary policy 
and joins the . World Trade 
Organisation, its growth will 
average 7.4 per cent between 
2001 and 2010. 

But if reform slows, bank 
tending continues to be sub- 
ject to policy directive and 
public sector investment is 
diverted to cover the fosses 
of state enterprises, growth 
will average only 5.8 per 
cent after the millennium, 
according to the repeat. 

The result would be a 
marked difference in living 
standards, the BID says. 

Under the fast-track sce- 
nario, per capita gross 
domestic product period 
would be just aver $1(V)00 on 
a purchasing power parity 
basis by 2010, roughly equiv- 
alent to the Czech Republic 
in 1995. On a slow track it 
would be only $4,600, less 
than that of Mexico in 1995. 

The choices facing the Chi- 
nese authorities are agonis- 
ing, the report suggests, 
largely because a fast reform 
trade would see unemploy- 
ment triple to 40m by the 
end of the century, adding 
enormously to social and 
political pressures. 

Street demonstrations are 
already becoming more fre- 
quent and disparity between 
different regions has 
increased, the EIU says. It 
expects China to opt for a 
slower growth track, a fore- 
cast lent weight by recent 
announcements watering 
down individual reforms. 

The fast growth track 
would also mean sharply 
higher unemployment in the 
longer term as migration 
from the countryside to the 
cities picked up at a time 
when file labour fence is set 
to expand rapidly. 

Under more cautious 
reform the number of jobs 


lost through enterprise 
rationalisation, and 
reduced bureaucracy would 
be smaller. Unemployment 
would be 3 per cent of the 
workforce in 2010, compared 
with 44 per cent under the 
East reform scenario, but it 
would stDl be tiring and the 
wages of those in work 
would be lower. Adding 
other factors to the equation, 
such as the impact on the 
balance of payments and the 
need to spread wealth evenly 
through the country, makes 
the policy' choices appear 
even harder, the report sug- 


Faster reform would leave 
China more dependent on 
foreign capital in the longer 
run. With a balance of pay- 
ments deficit of 82 per cent 


A fast reform path 
would boost 
growth but may 
triple jobless to 
40m by end 1999 


of gross domestic product 
and large debt repayment 
obligations, it would face “a 
sizeable funding challenge" 
by 2010. By contrast, a slow 
reform track could increase 
the disparity between the 
rich coastal provinces and 
the poorer inland otas in the 
long run because the coastal 
provinces would initiate 
some reforms themselves, 
which would reduce the grip 
of central government 

The report sets the deci- 
sions facing the .Chinese 
authorities in the context of 
uncertainty over the longer 
term future of the ruling 
Chinese Communist party 
(CCP). 

The party is not likely to 
face direct challenge to its 
rule before 2010, it says, but 
'‘the tectonic changes that 
result from the creation of a 
mare complicated and open 
social and economic system 
win be working to under- 
mine the CCP’s political 
monopoly. Many of the 
younger leadership are 
aware of this,” it says. 

There is a possibility that 
factional struggles may 
break out as the current gen- 
eration of political leaders 
nears retirement. This could 
also slow or paralyse reform. 

China to 3010 by Georgina 
Wilde, ppl24. available from 
Economist Intelligence Unit, 
++44(0)171 830 1007. price 
£30513635 


SCUDOER GLOBAL OPPORTUNITIES FUNDS 

Sod*6 dlnvedtaunianfa Captarf Varirtfe 
A Canpanmnts Mrtpfes 

BP. 275 


RCLunrbouigB 430t7 
NOTICS OFMSTMG 

DearBtaahcMaf, 

AGBJDA 

i the Board o< Praetors and o< the Autgor. 

523£^ 

»w agenda! eraqUwi. 

aw ma me aee store ^ be token at ttw myray vote the item, orerart nr 
By order rtfe Board dDSBCto 



Bcnkxns & Finance Appointments in the FT. 


For more information on advertising ofiprvtunities 
plttasc call: 

Tel: t 44 171 873 4153 Fat -44 171 873 4331 


Mexican opposition takes aim at 
country’s crony capitalism 

Henry Tricks explains why the long love affair between government and big business 
is coming under fire during the political battle over the country’s $65bn bank bailout 


I n the raging debate over 
the $85bn cost of Mexico's 
bank bailout, the opposi- 
tion Is taking aim at one of 
the most exposed flanks of 
Mexico's political system: 
the long love affair between 
government and big busi- 
ness. 

During almost seven 
decades in power, the ruling 
Institutional Revolutionary 
party (PRD has cultivated 
ties with the business elite 
and stonewalled opposition- 
led corruption probes. 

Last year, opposition par- 
ties won their first ever 
majority In the Lower House 
of Congress and the moment 
President Ernesto Zedillo 
sent diwm a financial reform 
package In March that 
Included asking taxpayers to 
shoulder the cost of a three- 
year rescue of the hanking 
system, they scented blood. 

With their eye on presi- 
dential elections in 2000, the 
two. main opposition parties 


have blocked Mr Zedillo's 
proposals, demanding 
accountability for the rescue 
effort. , whose estimated cost 
is 14.5 per cent of gross' 
domestic product But the 
government has refused to 
release to legislators the 
lysmes of those whose debts 
it proposes consolidating on 
its books. 

Partly, as a result, the 
debate has fanned the popu- 
lar perception of “crony capi- 
talism” in the upper eche- 
lons of Mexico’s political 
System; that the government 
helps its corporate friends 
while big business acts as a 
cheque-writing machine dur- 
ing political campaigns. 

“I think it is a knife to 
open wide this long associa- 
tion between government 
and business." says Rogelio 
Ramirez de la O, an eco- 
nomic consultant 

Reading the political 
winds, the leftwing party of 
the Democratic Revolution 


(PRD) issued a list last week 
of some well-known business 
names whose debts it said 
had been transferred 
from the banks after 
Mexico’s 1996 economic cri- 
sis to an emergency deposit 


The two main 
opposition parties 
have blocked 
Mr Zedillo’s 
reform proposals 


insurance vehicle known as 
Fobaproa. 

Business groups said the 
revelations were riddled 
with inaccuracies and even 
the PRD admitted there was 
no evidence to suggest any 
wrongdoing had taken place. 

M 

But the unrepentant PRD 


promises this week to reveal 
more names, including gov- 
ernment and PRI officials it 
also wants to tar with the 
Fobaproa brush. 

“The bottom line is that 
big business and govern- 
ment officials reached an 
agreement at tte highest lev- 
els to pass their losses onto 
taxpayers.” said Dolores 
Padiema, a PRp deputy. 

On August 30, the PRD 
plans a plebiscite asking 
Mexicans for their verdict on 
the cast af the bailout 

"It's like asking people 
whether they prefer lower or 
higher taxes. The answer’s 
obvious," an analyst said. 

But Jos6 Angel Gurrfa, the 
finance minister, defends the 
rescue, saying Mexico had 
no option but to pass on 
bank loans to Fobaproa, 
which guarantees 100 per 
cent of deposits. He said 14 
of Xfl. banks that existed 
before the crisis ended under 
different ownership. 


“The aim of Fobaproa was 
never to rescue businessmen 
or bankers. It was to ensure 
there was no generalised col- 
lapse of the Mexican bank- 
ing system, to protect depos- 
itors and to protect the 
economy." he said. 

The finance ministry says 
that because of bank secrecy 
laws it can only provide the 
names of Fobaproa debtors 
to a finance overright com- 
mittee in Congress or to pri- 
vate auditors who will not 
divulge them. * 

Mr Gurrfa said there were 
criminal investigations 
against 40 bank officials. 
Last week, in collaboration 
with Mexican authorities. 
Swiss police arrested Ger- 
ardo De Prevoisin, former 
head of the airline Aeroxn&x- 
ico, wanted in Mexico for a 
557m alleged fraud. The air- 
line also has debts held by 
Fobaproa. 

Mr De Prevoisin once told 
a US court Aerora&dco paid 
$8m to the PRI for the 1994 
presidential elections as a 
condition of doing business. 

Analysts suspect the gov- 
ernment. has barely 
scratched the surface in 
hunting out misconduct. 
Some point to the US tail- 
out of its Savings and Loans 
institutions in the 1980s, in 
which criminal misconduct 


Cardoso 

agrees 

extensive 

labour 

reforms 

By fiaotf Dyer ta Sfo Paste 

The Brazilian government 
has announced an extensive 
reform of the country's 
labour laws In an attempt to 
halt rising unemployment, 
an increasingly important 
issue In the campaign for 
general elections to October. 
The package i* designed to 

introduce greater flexibility 
into working contracts and 
includes measures to encour- 
age employers to make more 
use of part-time employ- 
ment 

Fernando Hanrique Car- 
doso. Brazil's president, 
described the changes as a 
historic shift away from the 
I930s-style corporatism af 
existing labour relations. 

Brazil’s labour legislation 
was part of a set of “ideas 
inspired by the fascism of 
Mussolini", he «dd. 

According to the official 
statistics, unemployment 
has risen from 5.9 per cent 
last October to 75 per cent 
in part because of the -slow- 
down in the economy caused 
by the Asian crisis. 

A research Institute 
financed by trade unions 
estimates that the actual 
number of people out of 
work is at least twice ns 
high. 

The presidential candidate 
of the leftwing opposition. 
Luiz Indcio Lula da Silva, 
who has promised to create 
15m new jobs in four 
years if elected, described 
the government's proposals 
as “pillaging the Brazilian 

worker”. 

The government has estab- 
lished a part-time work con- 
tract of 25 hours a week, in 
an attempt to eliminate the 
legal uncertainties surround- 
ing this area of employment 
Mr Edward Amadeo. -the 
labour minister, said the 
measure was aimed specifi- 
cally at women and young 
people, the two parts of the 
working population which 
were growing fastest. 

Other measures include 
increasing the period that 
employees can be temporar- 
ily Lald-off to six months and 
extending the period during 
which employers can com- 
pensate for compulsory over- 
time. 

The government has also 
suggested a number of fur- 
ther reforms, including 
reducing the fines for minor 
breaches of labour law. the 
abolition of compulsory con- 
tributions to unions and 
allowing workers to join the 
union of their choice. Mr 
Amadeo also announced 
increased incentives for 
youth training. 

Fiesp. the powerful S do 
Paulo employers’ federation, 
said the measures would 
have some impact on the 
unemployment level. How- 
ever the only real solution to 
the problem was to achieve 
annual economic growth 
rates of around 6 per cent a 
year. • 

The Workers’ Confedera- 
tion (CUT), the largest trade 
union organisation, said the 
measures would not gener- 
ate jobs, bat would reduce 
the rights enjoyed by work- 
ers. 

The confederation warned 
that employers might use 
the new roles to force cur- 
rent full-time staff into 
part-time contracts. 



ZmOo: wdar prea«ura 


was discovered In ha 
almost 500 thrifts selzec 
Paul Warme. an anali 
Paribas in New York, so 
was appalled by bad bar 
practices overlooked by 
aproa. when he was wo; 
on the clean-up of Inver 
Mexican bank bough 
Canada's Bank of Nova 
tia. He said banks u 
only be hit- by a part a 
losses on loans tronsf 
to Fobaproa, which ED 
collection efforts sloppU 
"There’s an inherent 
filet in the collection of I 
loans because of the 
relationships between 
banks and the busli 
men. "he said. 
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—i l M * 0 S ATELLITE tv channel controlled BY UNIVERSAL studios to join move for judicial review 


Regulator set to face court action 


By Cattiy Newman 


Jbe Independent Televirion 
Commission, the television 
watchdog, is today expected 
to face legal action from two 
media companies over 
changes to the way cable 
and satellite channels are 
sold. 

FI extech, the UK pay tele- 
vision. group, and the Sci- Fi 
Channel Europe, a channel 
controlled by Universal Stu- 
dios. the Hollywood studio, 
will file for a Judicial review 

against the ITC. 

The companies are under- 
stood to argue in papers 
expected to be lodged at the 
High Court this afternoon 


that the ITC niegaDy 
in outlawing deals under 
which, customers bad to sub- 
scribe to large numbers of 
channels. 

Under, previous rfopg, pro- 
gramme makers had g^mm. 
tees from cable and satellite 
'broadcasters that their pro- 
grammes would be carried to 
at least 80 per cent of sub- 
scribers, often as part of a 
big package of channels. But 
at the end of Jane, the ITC 
ordered television groups to 
renegotiate these agree- 
ments. 

Flextecb is believed to 
have asked the ITC for more 
details about the kind of con- 
tracts that would be permit- 


ted in future. However, it is 
thought the . company 
decided to launch legal 
-action after it foiled to get 
clarification from, fhe watch- 
dog. . 

Universal and Flextecb, 
which owns channels such 
as Living and Bravo, yester- 
day declined to comment 

The ITC said yesterday. 
“We are confident we. have 
come to the correct decision 
which is within bur remit 
and powers." 

The watchdog proposed 
the changes to so-called 
“minimum carriage require- 
ments" after cable operators 
showed more people sub- 
scribed to pay television if 


they were offered smaller 
packages of channels. 

However, programme pro- 
viders such as Flextech and 
Universal have argued that, 
under the terns of the 1996 
Broadcasting Act, the ITC 
- -remit was .to regulate con- 
tent rathe- than economic 
Issues. 

. They have alleged that the 
ITC has acted illegally by 
interfering with existing 
contracts between program- 
jmera and cable and satellite 
operators. 

They are also believed to 
have expressed concern at 
the short period of time for 
consultation between April, 
.. when the ITC proposed the 


changes, and the end of 
June, when they were imple- 
mented. 

• T be- Jerry Springer Show, 
the controversial US talk 
programme, has been 
attacked by the ITC just a 
month after broadcasters 
woe warned to curb "victim 
television". The watchdog 
ruled that it should not have 
been shown before 9pm 
when many -children could 
be watching. 

The FTC's comments, to be 
published today, come after 
the Broadcasting Standards 
Commission lambasted the 
Jerry Springer Show, and 
other confessional pro- 
grammes. 


Senior 
NHS 
doctors 
face cut in 
merit pay 


NEWS DIGEST 


RAILWAY PRIVATISATION 


Taxpayers Most $1.65bn’ 
in rush to sell companies 


By Lbra RaSgan in London 


Fears voiced 
over N Ireland 


prisoner release 


By John Mrn-ray Brown 
in Dobfin 


The UK government was 
yesterday accused by pro- 
British unionists of encour- 
aging Northern Ireland ter- 
rorist groups that have not 
abandoned violence to 
declare ceasefires so they 
can benefit from early 
release of paramilitary pris- 
oners. 

The charge came as the 
Loyalist Volunteer Force, 
the only Protestant group 
not observing a ceasefire, 
said it was announcing a 
complete cessation of mili- 
tary operations - apparently 
in a bid to allow its members 
to participate in the acceler- 
ated release scheme. 

Separately, a spokesman 
for the Irish National Libera- 
tion Army - one of three 
republican groups opposed 
to the Good Friday peace 
agreement - said it had 
revived contacts with British 
officials, triggering specula- 
tion that it may be about to 
declare a ceasefire. 

But ministers remain scep- 
tical of assurances from 
either group. One official 


said former INLA members 
may seek to rejoin the 
organisation just to benefit 
from early release. 

The government Kac 
leverage over the “Real 
IRA”, which has claimed 
responsibility for a number 
of recent terrorist incidents 
but which, as a new organ- 
isation, does not have any 
members in prison. 

Confusion persists over 
links between the main- 
stream IRA and breakaway 
groups. Unionists yesterday 
expressed dismay that Gerry 
Adams, leader of Sinn FGin, 
the political wing of the IRA, 
failed to declare the “war” 
was over at this weekend's 
ann ual Belfast march to 
mark the introduction of 
internment - imprisonment 
without trial - which has 
since bem abolished. 

Mo Mowlam, the UK's 
rhipf Northern Ireland min- 
ister, and politicians in the 
Irish Republic say such- a 
statement would help reas- 
sure sceptical unionists and 
bolster David Trimble, the 
Ulster Unionist leader and 
first minister in Northern 
Ireland's new executive; 





Firm band: a protester is led away after di sturbances at this weekend's Londonderry parade 


Mr Adams has rejected 
such calls, and instead 
appears to have hardened 
the conditions for such a 
declaration, reflecting his 
need to pla cate dissidents. 

- Meanwhile, the last of the 
summer’s sectarian parades 


this weekend passed off reforms to policing in Nortb- 


withont major incident 
Chris Patten, the former 
Hong Kong governor, was in 
Londonderry to monitor the 
Protestant Apprentice Boys 
march as head of the com- 
mission set up to consider 


era Ireland. 

Despite a brief riot when a 
policeman fired shots in the 
air local community leaders 
on both sides acknowledged 
the event had passed off rel- 
atively peacefully. 


The government will today 
announce plans to strip 
senior National Health Ser- 
vice consultants of their 
right to lucrative bonuses in 
n radical shake up ol pay 
that will also give patients a 
say in specialists' salaries. 

The proposals, to be 
announced by Alan Milburn, 
the health minister, will 
anger consultants, but are 
seen by ministers as a 
necessary measure to 
appease nursing unions 
prior to a squeeze on nurses' 

pay. 

; In an attempt tn slash the 
annual £2Mm <S171.6mi for 
merit awards to senior due- 
tars. Mr Milburn will unveil 
plans to replace the existing 
system with a new body to 
review consultants' perfor- 
mances and decide whether 
bonuses should be reduced 
or withdrawn. 

Under the current system, 
once consultants are given a 
distinction award, which can 
be wrath up to £52,000 aimu- 1 
ally, they receive it every 
year until retirement The 
government is keen consul- 
tants should not see their 
merit bonus as a right 

The new rules will also 
give patients' groups some 
say in which doctors are 
granted awards, in addition 
to giving the NHS powers to 
remove bonuses if consul- 
tants are found to perform 
poorly. 

Mr Milburn has ordered 
that the consultant- 
dominated Advisory Council 
on Distinction Awards be 
replaced by a smaller body 
with an independent chair- 
man and representatives 
from patients' groups and 
NHS employers - a move 
described by the government 
as “the most radical modern- 
isation in the pay of consul- 
tants for 50 years". 

Figures for last September 
show that 12 per cent of the 
25.619 eligible consultants 
had been given a distinction 
award. 


Taxpayers lost almost Ctbn ($1.65bn) and former 
managers of British Rail, the former state railway network, 
became multi-mtJhonafres as a result of the previous gov- 
ernment’s rush to privatise the railways, according to an 
influential committee of MPs. 

The cross-party House of Commons public accounts 
committee has said the quick sale of rolling stock leasing 
companies by the Conservative government - for £900m 
less than the notional market value - risked “discrediting 
privatisation as a whole". 

The committee's report, published yesterday, said minis- 
ters rushed into privatisation without a proper assessment 
of the true worth of Britain's railways. 

While the sale of BR's rolling stock raised £1.8bn, it was 
sold 10 months later tor £2.7bn. 

Former BR managers at three rolling stock companies 
made “windfall gains 1 ’ of between £l5m and £33m, the 
committee says. Liam Halfigan, London 


‘PLOT TO KILL GADAFFT 


Claims dismissed as fantasy 


Robin Cook, foreign secretary, yesterday admitted he had 
investigated afleg aborts of an M16 plot to kiD Colonel 
Gadafti, the Libyan leader, in 1996, but dismissed the 
claims as “pure fantasy". 

He was satisfied that his Conservative predecessor. Sir 
Malcolm Rifkind, had not authorised an assassination 
attempt, nor was there anything to suggest that MI6 had 
become involved in such on “ escapade". 

Mr Cook's statement came as the girlfriend of David 
Shay ter. the former MIS officer behind the datms, 
broadcast a statement masting Mr Shayter’s 
allegations were true. Under British law, MI6 can 
legally cany out acts abroad which would be outlawed in 
Britain, providing they are authorised by the foreign secre- 
tary. Liam HalUgan, London 


HISTORIC PROPERTIES 


Increase in visitors expected 


The opening of Sir Paul McCartney’s former home in Liver- 
pool in north-west England, and an exhibition of the life of 
Diana, Princess of Wales, at Althorp in the Midlands, are 
expected to help increase the number of visitors to 
England's historic properties this year. 

Visits to such attractions were almost flat last year at 
71m, a 2 per cent increase on 1996, according to the 
English Tourist Board. 

David Quantity, chairman of the ETB, stressed the 
importance of reinvigorating existing properties with new 
attractions and facilities, such as longer opening to attract 
more visitors. 

The Tower of London, long the most visited of England's 
historic properties, enjoyed a 3 per cent increase in visitors 
to more than 2.6m tot year. 

However Canterbury Cathedral, Windsor Castle and St 
pail's Cathedral all experienced a downturn in visitor 
numbers. There was a 3 per cent rise In visitors to the 
Roman Baths and Pump Room at Bath, the fifth most-vis- 
ited property. Scheherazade Daneshkhu, London 


Car buyers must wait for a tide of ‘grey’ 


Independent traders are fighting a government 
U-tum that has blocked the prospect of an open 
market for imported vehicles; says John Griffiths 


U K prices of new and 
used cars would start to 
fall substantially from 
May 1 this year, wrote- Jeff 
Paterson, editor of Glass’s 
Guide in the April issue of 
the motor trade “bible". New 
car prices in the UK were 
"among the highest in the 
world”, be wrote, but car 
buyers could look forward to 
a new era. 

On May L, the Department 
of Environment, Transport 
and the UpgTrmg would put 
into effect regulations allow- 
ing traders or Individuals to 
import unlimited numbers of 
cars from anywhere in the 
world and put them through 
a Single Vehicle-Type 
Approval (SVA) test for just 
£165. . . 

There were pitfalls, of 
course. - Motorists' ' would 
have to be wary of importing 
cars, without catalytic con- . 
verters from developing 
countries. But; in most 
cases, minor changes' would . 
make them suitable for UK 
roads. 

Combined with revisions 
to European single market 
regulations, which require 
cars made and sold through 
normal franchised channels 


to have European Union 
Whole Vehicle Type 
Approval valid for all .mem- 
ber states, “the new rules 
will mean that from May L 
Britain win no longer be a 
closed market for imported 
cars"-., said the Glass's 
editorial • ‘ 

But Glass's was wrong. In 
the run-up to May L Gavin 
Strang, the then transport 
minister, performed a U-turn 
on a key clatse of the SVA 
regulations. He kept in place 
a limit of 50 cars of 
any particular model that 
could be brought in under 
the SVA regulations each 


. At a stroke; independent 
traders' hopes of creating a 
large, thriving and legiti- 
mate trade in unofficial 
“grey” imports were dashed. 

The SVA rules were first 
introduced under tbeformar 
Conservatrve government in 
1996. They were designed to 
help specialist UK car- 
makers that were unable to 
afford the crash testing 
needed for full Vehicle Type 
Approval and were therefore 
obliged to sell their cars" as 
Jots. 

Independent traders saw 


the rules as a loophole that 
would allow them to import 
cars cheaply into the UK. 
Consumers would be able to 
buy imported models for up 
to one-third below manufac- 
turers’ “official” prices. 

Until then, car imports 
lacking fult Vehicle Type 
Approval had been banned, 
the only exception being per- 
sonal imparts by individuals 
who had owned and driven 
the cars overseas. 

These personal import reg- 
ulations He behind the surge 
in the number of "grey" cars 
being imported from the 
Irish Republic, where imp ort 
rules are much more 
relaxed. 

Bought mainly in Japan 
by independent traders, and 
sold cm to UK buyers driving 
them .briefly on Irish roads, 
such cars account for almost 
a third of the expected total 
of 60.000 new and used cars 
registered this year but not 
-sold through “official" UK 
dealer networks. 

About 80,000 more of these - 
are accounted for by 
so-called “parallel” imports, 
mainly by individuals exer- 
cising their right under -EU 
rules to buy cars with foil 
EU-wide Vehicle Type 
Approval in the EU country 

Of their Hhmira 

The remaining 10,000 
“grey” imports are brought 


in under some more speci- 
alised types of regulation, 
such as certificates of confor- 
mity, or under SVA rules. 
According to the 70-member 
British Independent Motor 
Traders’ Association, the 50 
limit rule a mHTimnwi 
of 4,000-5,000 cars can be 
imported under SVA. 

The speed with ' which 
Independent traders have 
taken action in the High 
Court to have the SVA's 
numerical restrictions lifted 
is a measure of their deter- 
mination. 

The High Court is expec- 
ted to respond to the action 
in the next few days. 

The traders also say the 
EU directorates charged | 
with e nfo rcing EU competi- 
tion rules have been per- 
suaded of their ntawn that ! 
the SVA rules Infringe EU 
rules on the free movement 
of goods. 

Manufacturers and fran- 
chised dealers are equally 
dete rmined to see the status 
quo retained. The indepen- 
dent traders are already 
under fierce attack from 
companies such as Toyota, 
Subaru and Mitsubishi 
insisting that safety, emis- 
sions and other complica- 
tions arising from the “grey” 
imports of such cars are 
much greater than the inde- 
pendents claim. ' 


BUY IT! 


Recycled newspapers and magazines 


READ IT! 


made up over 40% of the raw material 


TAXATION TRUCK COMPANIES COULD MOVE TO MAINLAND EUROPE- TO AVOID INCREASE 


Hauliers warn against duty rise 


RECYCLE IT! 


By DavfdWighton to Loudon 


Thousands of Britain's road 
haulage companies could 
relocate to mainland Europe 
to avoid proposed tax 
increases, the Road Haulage 
Association warned • last 
night. '■ _ 

The industry body said it 
would advise members to 
move their domicile across 
the English Channel if the 
government went ahead 
•with a planned rise, in 
vehicle excise dtrty. 

• Steven Norris, director- 
general of the association, 
said the government was 
planning to double the duty, 
which would “destroy the 

competitiveness" of the UK 
haulage industry. ■ ■ 

“If this occurs, then this 
association will have, no 
option but to advise four 
members to relocate their 


businesses outside the UK" 

he said. ' 

The threat follows the gov- 
ernment's publication of its 
policy paper on transport, 
which proposed reviewing 
duty rates- for trucks to 
reflect the environmental 

damage they cause. 

Mr Norris, said French 
hauliers paid about £500 
($825) a year in duty 
compared to £&000 a year far 
their UK * counterparts. 
According to industry esti- 
mates. the rate for 40-toohe 
vehicles could at least dou- 
ble if . the policy-proposals go 
ahead.-'-' 

.But the government 
insisted yesterday that any 
excise dirty figure was pure 
speculation and would only 
be decided after, further con- 
sultation with the industry. 

The association has taken 
preliminary legal advice 


about the -feasibility of UK 
hauliers re-registering or 
“flagging out" their 
operations to other Euro- 
- pean countries, following the 
trend of merchant shipping. 

- The advice suggests such a 
move overseas would be’poa- 
51 We if companies , set up 
some sort, of operating cen- 
tre in the new country and 
their / vehicles visited it 
up to six times a year. 

Mr Norris, who was a 
transport minister in the 
previous Conservative gov- 
ernment, has written to 
Peter MandeJson, the chief 
trade and. industry minister, 
warning of the risk that 
some of the haulage industry 
could migrate. He pointed 
put that UK duty rates were 
already up to six times 
higher - than in main Euro- 
pean rivals. 

Some of the proposals put 


forward for the policy paper 
were watered down- by the 
government, which was wor- 
ried it would appear to be 
anti-car. 

But the haulage industry 
believes it is bearing a dis- 
proportionate cost Of gov- 
ernment efforts to improve 
public transport and protect 
the environment. 

. In June, British hauliers 
were already protesting at 
the existing level of duty and 
at increases in taxation on 
diesel fuel as a result of the 
automatic uprating above 
tiie rate of inflation now 
built into each Budget 

The. industry was particu- 
larly ; incensed that Gordon 
Brown, chancellor of the 
exch equer, brought forward 
this year's Increase, impos- 
ing three rises within two 
years at a cost to vehicle 
users of an extra £Ibn. 


used in UK newspapers in 1997. 


TO FIND OUT HOW YOU CAN HELP RECYCLE: 


DIAL THE 


FAX BACK NUMBER 

0660 616233 


0660 calls cost 49p per 
minute at all times 




OR WRITE TO: 

1 RIVENHALL ROAD, 
WESTLEA, 

SWINDON, SNS 7BD 
TELEPHONE: 01793 879229 
FAX: 01793 886182 
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PROFILE: NOEL FORGEARD, AI R BUS MANAGING DIRECTOR 

Bureaucrat who 
wants to make 
four go into one 


Michael Skapinker on the French civil 
servant aiming to turn a cosy partnership 
into a single business exposed to the 
rigours of the stock market 


Whatever else N06I 
R s Forgeard does as 
*3 manag in g - director Of 
Airbus Industrie, he is 
unlikely to drop his trousers 
during negotiations. 

That was a ploy once used 
by Jean Pierson, Mr For- 
guard's predecessor, to dem- 
onstrate to an airline cus- 
tomer that be could offer no 
more price discounts. **I 
have nothing more to give 
you," Mr Pierson growled. 

Mr Forgeard. 51, who 
became bead of the world's 
second biggest aircraft 
fnairar in April, is a strik- 
ingly different personality 
from Mr Pierson. 

The bear-like, rugby-loving 
Mr Pierson used to startle 
lunch guests in the vast, 
mirrored dining room at Air- 
bus's Toulouse headquarters 
by pulling his jacket off and 
hurling it on to a distant 
chair. He would then sit 
down, tuck his tie into his 
shirt and slap his ever-pres- 
ent packet of Gitanes on to 
the table beside him. 

Whether at lunch, or at 
international air shows, Mr 
Pierson was a master of 
invective, usually, but not 
always, directed at Boeing, 
Airbus's larger OS rival 

At the Paris air show last 
year, Mr Pierson stunned the 
industry by accusing McDon- 
nell Douglas of deliberately 
losing a vital US government 
defence contest to facilitate 
its takeover by Boeing. 

By contrast, the courteous, 
bird-like Mr Forgeard has so 
for shunned the limelight. 
He is giving no interviews 
until the UK’s Farnborough 
air show next month. Associ- 
ates report that he keeps his 
jacket on during lunch, does 
not smoke and prefers soccer 
to rugby. 

But while his style might 
be different, Mr Forgeard's 
strategy is expected to be 
almost identical to Mr Pier- 
son’s. 

Mr Pierson was deter- 
mined to build a 550-seat 
“super jumbo”, provisionally 
called the A3XX, to chal- 
lenge Boeing’s dominance of 
the large jet market, which 
it maintains through its 400- 
seat 747. While Boeing says 
it sees no evidence airlines 
want a 550-sea ter, Mr For- 
geard is expected to press 
ahead with plans to build 
one. 

Above aQ, both Mr Pierson 
and Mr Forgeard believe the 
structure that has served 
Airbus since its creation in 
1970 has had Its day. Airbus 
is a Groupement d’lntirit 


Economujue, which means it 
publishes no accounts and 
makes no profits or losses in 
its own right 

These accrue to its owners 
- Aerospatiale of France and 
Daimler-Benz Aerospace 
(Dasa) of Germany, which 
each own 37.9 per cent. Brit- 
ish Aerospace, which has 20 
per cent and Casa of Spain, 
which accounts for 4J! per 
cent 

The GEE structure helped 
four disparate European 
manufacturers survive and 
prosper in the world aircraft 
industry. Airbus has regu- 
larly won more than a third 
of the international market 


Hopes of 
declaring Airbus a 
single company 
by the beginning 
of next year have 
faded; the second 
half of 1999 looks 
more probable 


for commercial aircraft in 
recent years, forcing McDon- 
nell Douglas out of the 
business. 

In 1994, Airbus won more 
orders than Boeing - the 
first time the US group had 
lost the top slot since the 
advent of the jet age. Last 
year. Airbus took 42 per cent 
of the market 

In the first half of 1996, it 


again won more orders than 

Boeing. 

In spite of this success. Mr 
Pierson concluded that the 
G1E structure should be 
scrapped. Its principal draw- 
back is that Airbus manag- 
ers have no 4dea of the con- 
sortium's manufacturing 
costa. 

The four partners agree a 
price for making aircraft 
components but do not teH 
Airbus, or each other, what 
it costs them to do so. The 
four might be producing the 
components at a loss - or at 
a vast profit. 

Mr Pierson argued that if 
Airbus was to price its air- 
craft competitively, it 
needed to know what its 
costs were so that it could 
cut them where possible - 
even if that meant cTngfng 
factories and laying off staff. 
As a single company. Airbus 
would also be able to 
demand lower prices from 
suppliers: at present the four 
partners make their pur- 
chases separately. 

BAe and Dasa, both pri- 
vately owned, were quick to 
concur. Aerospatiale and 
Casa, which are state-con- 
trolled, took longer. But 
eventually all four agreed to 
turn Airbus into a single 
company by next year. 

The process is, however, 
t aking longer than expected. 
The companies have not yet 
agreed how much their 
respective factories and 
research facilities - which 
will become part of the new 
Airbus - are worth. 

Hopes of declaring Airbus 
a single company by the 
beginning of next year have 
foded; the second half of 1999 
looks more probable. 

Mr Forgeard, in spite of 
his low-key manner, is likely 
to be even more determined 
than Mr Pierson to make 




sure the change happens. 

He expects to have the 
time to do so. Friends say he 
wants to serve two five-year 
terms. 

Not only does Mr Forgeard 
want Airbus to become a 
limited company: colleagues 
say he wants some of its 
equity to be floated too, even 
if the four partners retain a 
controlling stake. He wants 


Essential Guide to Noel Forgeard' 


A perfect French star t Bom in Paris in 
1946, the new managing director of Airbus 
Industrie had the classic grooming of a 
member of France's industrial elite. A 
graduate of the Ecole Polytechnique, he 
moved through several senior dvl service 
positions. 

After cutting his teeth at the industry 
ministry, he became technical adviser in . 
charge of civil aviation at the transport 
ministry in 1978. Two years later, he was 
technical adviser in charge of armaments at 
the ministry of defence. His most senior 
government role came In the mid-1980s, 
when he served as -industrial adviser to the 
then prime minister, Jacques Chirac. 

Nuts and bolts: Mr Forgeard had a spell 
in a state-owned industrial company. In the 
early 1980s, he joined Usinor, the then 
government-controlled French steel 
company, where he eventually became 
president and general manager. 

Lucky at Lagardbre: After returning to 


government service to work for Mr Chirac 
for 15 months, Mr Forgeard joined the 
private sector in 1987, as senior 
vice-president of the Matra defence and 
space division of Lagaidere, the publishing 
and defence group. By 1989, he was 
Malta's chairman. In 1992, he became 
president of Laganfere and chief executive 
of Matra Hautas Technologies, which 
combined the group's defence, space and 
telecommunications activities. 

Managing dhector of Airbus: Mr 
Forgeard was not, initially, the front-runner 
to succeed Jean Pierson as head of 
Europe’s aircraft-making consortium. The 
name most often mentioned for the job was 
Louis Galkxs, the former boss of 
Aerospatiale, who is now running SNCF, the. 
French railways. But when the French 
government insisted on Mr Gallots staying 
where he was, Mr Forgeard's experience 
and European - and particularly British - 
aerospace contacts pushed hum to the fore. 


Airbus to prove its worth to 
shareholders in the public 
arena of the world's stock 
markets. 

At first sight, Mr For- 
geard's attachment to share- 
holder value might seem 
curious. His curriculum 
vitae (see panel) is that of 
the quintessential French 
ftmctiormaire, with years of 
government service behind 
faim- 

Bot there are two. keys to 
his at tachment to the mar- 
ket The first is the 11-year 
spell he spent in senior man- 
agement at LagardAre, the 
pri v a tely owned French pub- 
lishing to missiles group, 
and its Matra defence and 
electronics subsidiary. Col- 
leagues report that after 
four months at Airbus, he 
still says “we" when refer- 
ring to Lagard&re. 

The second is the role he 
played in forging Lagar- 
dfere's joint ventures with 
UK companies. With GEC, 
he helped create Matra Mar- 
coni Space. With BAe, he set 
up the Matra BAe Dynamics 
mi<snipc business. 

Anglo-Saxon business 
methods bold no tenors for 
him. He knows the members 
of the UK defence and aero- 
space establishment well, 
having worked closely with 


senior BAe executives such 
as Sir Dick Evans, cha ir™ 11 , 
Richard Lapthome, vice- 
chairman, and John Weston, 
chief executive. 

At GEC, lie has dealt with 
Lord Simpson, managing 
director, and Lord Wein- 
stock. Lord Simpson's prede- 
cessor. He co-operated par- 
ticularly closely with Lord 
Weinstock’s late son. Simon, 
who worked hard to per- 
suade GEC executives that 
they could do business with 
the French. Mr Forgeard has 
been less intimate with his 
German counterparts - a 
shortcoming he will have to 
correct at Airbus. 

His focus on shareholder 
value is expected to lead to 
one difference of emphasis 
from the strategy pursued by 
Mr Pierson. 

Mr Pierson pledged that 
Airbus would win 50 per 
cent of the civil aircraft mar- 
ket by the next century. Mr 
Forgeard is unlikely to aban- 
don this aim, but European 
executives expect him to 
insist that profits come first 

If thin means taking only 
40 per emit of orders - so be 
it Airbus spent its first 
three decades building mar- 
ket share. Mr Forgeard plans 
to spend the next decade 
r unning a business. 



PAUL BETTS 

FILE FROM MILAN 


Italy endures a renaissance of crime 


Everyone is either robbed or robs for a living in the ‘Bel Paese\ but it seems to be taken as a bit of a joke 


An art thief walked into the 
Uffiri gallery in Florence the 
other day and stole, right 
under a French tourist's 
nose, the marble head of an 
800-year-old Roman dog. 

A couple of months earlier 
a Van Gogh and a Cezanne 
disappeared from a Rome 
museum - happily to be 
found a few weeks later. A 
few weeks ago some 
squatters - a new and 
disturbing phenomenon in 
Italy - vandalised 14th 
century frescoes in two 
Viterbo churches. 

The list could go on. “You 
are now in the street of 
thieves - all stolen stuff". I 
remember the Marchese 
Ferdlnando Frescobaldl of 
the Tuscan wine dynasty 
recently saying as we drove 
down a street in Florence 
full of antique shops. 

“The radio said there were 
currently about 1,100 thefts 
and burglaries a day In 
Italy," said the technician 
who had come to fit an 
alarm system in the small 
villa I rent in Varese, about 
40 miles north of Milan by 
the foothills of the Swiss 
Alps. 

The house had been 
broken Into the last night of 


our holiday. The thieves - a 
professional gang - turned 
the house upside down and 
walked oil with four old 
paintings and a pile of 
family silver. They also 
smashed my 12-year-old 
son’s piggy bank. The old 
caretakers, the friendly 
boxer, the neighbours heard 
nothing. 

A young carubmien police 
officer took three hours to 
draw up a meticulous report 
of the theft. When It was all 
over at about two in the 
morning, another 
carabiniere who had visited 
the scene warned us with a 
big grin: “They’ll be back. 
They usually do and you’d 
better do something about 
securing the house." The 
insurance man was also 
adamant “You must fit an 
efficient alarm system to 
protect not only your 
possessions but also your 
family.". The next morning 
we moved all the possessions 
we cared for out of the 
house. 

Welcome to the “Bel 
Paese" as Italy lifo-s to be 
called. The alarm technician 
too had been burgled in 

Milan. 

“1 thought 1 would be the 


very last person to be 
robbed." 

Everybody in Italy, it 
seems, is either robbed or 
robs for a Irving. The 
country’s banking 
association says there are 
six times more bank 
robberies in Italy than 
anywhere else in Europe. 
Sadly, it is sll taken as a bit 
of ajoke. 

“If a thief gets caught he 
will probably do a day in jail 
if he is unlucky. It’s not like 
your country here.” said the 
carabiniere. 

“If you beat up a robber in 
your own property he can 
sue you,” explained the 
owner of my local cafe 
whose husband works as a 
rnnsoT i- “The other day my 
husband was called to repair 
a drain pipe damaged by a 
burglar. He fell down and 
injured himself. He Is suing 
the owner," she said. 

An Italian magazine 
carried an apposite headline 
this week - “a nation of 
bandits". For in this torrid, 
turbulent, Tennessee 
Williams-type af Italian 
summer, crime has been the 
theme of the month. People 
have died of the heat; a 
Roman housewife went mad 


and stabbed to death her 
27-year-old son sleeping in 
bis room; fatigued by its 
economic adjustment, the 
government has also had to 
tackle a new flood of illegal 
immi p’Hiik rioting in 
detention centres and 
raising the country’s 
xenophobic temperature. 

Not only frightened old 


The entire country 
has become 
contaminated 
by a sort of 
criminal phobia 


lathes locked up in their 
homes in a semi-deserted 
Milan , nor tourists robbed of 
German cars or handbags, 
but the entire country has 
become contaminated by a 
sort of criminal phobia. Old 
scandals such as the 
mysterious bombing of an 
airliner close to Sicily; the 
on-going political and 
judicial battle surrounding 

the thrice-convicted Silvio 
Berlusconi, media mogul, 


former right-wing premier 
and current leader of the 
opposition; the pervasive 
tentacles of organised crime; 
the corruption of big 
business; all have once 
again come to haunt the 
country. 

One should not be 
surprised. magazine 
article said. Any decent 
history book quickly draws 
that the political and social 
history of the country is a 
history of crime. “Italy wins 
the primate when it comes 
to crime." wrote the patriot 
Filippo Turati in 1882. 
“Crime is the real moral 
disease of Italians”, wrote a 
contemporary Fasquale 
Turiello. And the 19th 
century author Cesare 
Lombrose conducted a 
scientific study of the 

problem concluding “that 

creature of God called Italian 
is essentially a criminal. In 
the north because of his poor 
. diet and in the smith 
because of the bad air he 
breathes". 

These historical reflections 
have little bearing on my 
burglary, ft was an exercise 
in setting the country's 
contemporary political and 
social problems in an 


historic context Yet it also . 
helps e* pb»in the 
disaffection of the ir an in 
the street towards the 
country’s politicians, 
captains, of industry, 
magistrates and law 

enforcers. Only sport seems 
to create these days a sense 
of national unify in Italy. 

“Otherwise, it’s everybody, 
for hmisrif, rm afraid,” said ' 
an Italian journalist 
colleague. 

The country is finding the 
transition from a 
paternalistic, old-fashioned, 
family-orientated society to a 
so-called modern, late 20th 
century way of life painful 
The old values that have 
helped prop up the country 
through all Its difficulties - 
a Japanese hanker once 
compared Italy to a ship 

with many boles that never 
seems to sink - are befog 

systematically undermined 

for all the fine words of the 
politicians. 

The house I live in was- • 
probably the last villa in 
Varese not to have been 
robbed. For 45 years, Silvia, 
the gardener and one of the 
caretakers, has slept there, 
shutters and door open. On 
Sunday night, after the 
break-in, she locked her door 
for the first time. 



JOHN WILLMAN 



a 


fool from 
his money 


A heady buzz, 
rapidly followed by 
feelings of guilt - 
this is the lot of 
the impulse buyer 

Good news for retailers and 
sales executives everywhere. 
I mpul se busing is much 
more widespread than 
commonly supposed -and 
often involves mote 
expensive purchases than 
the clothes, cosmetics and 
other treats associated with 
it. 

These findings come In a 
fascinating naner lust 
published In the Qualitative 

Market Research Journal* 
which looks at the growing 
phenom en on irnpnhtp 
buying and discovms it 
covers some surprisingly big 
ticket items. 

Equally encouragizig fbr 
those at the sharp end of 
selling, it suggests the 
growth of direct marketing 
through channels such as 
tele virion shopping and 
electronic commerce could 
make tt easier to part a fool 1 
from his money . 

The authors describe four 
patterns of Impulse 
shopping, based on portraits 
of individual consumers. The 
first is the ‘’compensatory 
impulse" , e xemplified by the 
shopaholic Linda, aged 25, 
who has "wardrobes full of 
dothes she's never worn and 
shoes bursting out of 
cupboards still in their 


She does it to bolster her 
self-esteem, the paper 
reckons. By liberating her 
“selfish, private persona". 
She escapes the restraints of 
job, home and fomily. .. 

'Then there’s Steve, 33.’ ' 
who just can't resist a pair 
of football boots in the - 
summer sale - even though 
the season is still some 
weeks away. He is a sucker 
for what the paper calls the 
accelerator impulse”, the 
desire to snap up a bargain 
to meet an anticipated 
future need. 

But what about the 
35-year-old man who had a 
row with his wife, drove off 
to cool down and had bought 
a house by the time he 
returned home? Or Winnie, 
aged 60-65, the empty-nester 
who went out to buy a spare 
set of car keys and came 
back with a new car? Tve 
always been a very careful 
shopper,” She told her 
finally. 

Hie paper says these two 
succumbed to the 
“breakthrough impulse" - 
unplanned one-offs involving 
high expenditure Items such 
as jewellery and art as well 
as hnnsflg and cars. 

Often the desire to acquire 
such items has been building 
for some time and the 


symbolic step forward in Hfe. 

“At tWs moment, the 
heart takes over and they 
fell in love with their ‘new 
self represented fay the 
major change," says Geoff 
Bayley, one of the authors. 

Some impulse purchases - 
defy explanation, so the - 
paper helpfully puts them in 
a fourth category of “blind 
impulse" . They include the 
45-yearoId flat dweller who 
bought a cast-iron fireplace 
even though there was 
nowhere to put it. 

These brainstorm buys 
share with other forms of 
impulse purchase the burst 
of adrenalin that comes with 
an unplanned acquisition. In 
every case there is a 

lilccHhnnd that Hia im pnleo 
buy wiH be followed by 
feelings of guilt - the 
downer after the hi g h 

Some shoppers cope with 
that guflt by hiding their . . 
impulse buys - the 
electronic gadgets bought 

from beguiling Mlwnrian amt 

the bargain CDs snapped up 
In the sales. Leavingthemin 
the parirag lTi g OTStidting . 
them at the back of the 
cupboard is a way of 
pretending they never 
happened- 

But other rationalisations 
used by impulsepurchasers 
can be exploited by cunning 
marketeers. One which is 
already well-used in 
advertising Is self-reward - . 
the Indulgence huctum fig : 
doing the weekly shopping, 
looking after the children or 


working long hours, "Go «v 

spoil yoursrtT* 

Another 1* compar a t ive • 
expenditure - justifying an 
impulse boy by compering ft 
with tile spending of a 
partner or pew- "He spends 
his money on his Hkeifdown 
the pub/on hie camera 
equipment’ for example. 

He. meanwhile, justifies an 
these fripperies by reference 
to her spending on clothe*, 
ojsmetics and hairdressing. 

Advertisers have yet to 
exploit folly this vein. "Have 
another pint of beer - shell 
only spend it on lipstick," 
looks a promising Una. . 

Haying up to the bargain 
hunter ts already well 
established, with the “buy 
one, get one free" approach 
fknown in marketing circles 
asbog-ofiV Setting 
ludicrously o verp ri ced- - 
warranties with white goods 
is another way of extracting 
cash from consumers by 
appealing to them as 
rational, economic 
managers. 

Finally, the most subtle 
way to foster impulse buying 
is what the paper culls 
"over-buying" - letting the 
customer take the goods 
with promises that they can 
be returned If u n s u itab le , 
the wrong sire or whatever, 

Marks and Spencer, the 
British retailer, has long 
realised that letting 
customers take clothes home 
to try them on is more likely 
to result in a sate than 
providing a changing room 
in the store. 

Most of these strategies 
have been adopted to some 
degree in traditional shops. 
But several might be easier 
to implement in the privacy 
of tberooBumer’&homp- ... 
hence the attractions of 
direct marketing for those 
needing to encourage 
impulse buying. 

For example, inhibitions 
may be eased with home 
shopping where there are ho 
shop assistants or other 
shoppers to gawp. 

Consumers are more likely 
to be persuaded that a 
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purchase makes good 
economic sense when they 
are relaxed at home rather 
than confronted by a 
fast-talking sales man 

And it is easier to tempt 
people into breakthrough 
impulse purchases if they 
can be shown the goods — as 
1 b possible with catalogues, 
TV shopping and 
e-commerce. 

None of this will reduce 
the guilt, however. But 
perhaps even that Is part of 
the impulse buying buzz - 
the sense of doing something 
irrational for purely 
personal pleasure. 

'Impulse purchasing: a 
iputiitatioe exploration of the 
phenomenon, Geoff Bayley 
and Cliot Nancarrou\ 
Qualitative Market Research 
Journal, Vot 1(2) 
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Delia Bradshaw 

on the progress 
of a one-company 
school with big 
ambitions 

« Most business 
schools start fife as a 
university depart- 
ment, but not alL In Europe; 
some business schools start 
life In the c arpm at e world. 

IMD, in Lausanne, for 
example, sprang from the 
merger of two Swiss schools, 
one set up by Nestle, the 
foods group, the other by. 
Alcan, the packaging con- 
cern. And in the Nethe rlands 
Nijenrode was set up after 
the second world war by 
Dutch companies. Including 
Philips, the electrical prod- 
ucts maker, and Unilever, 
the household products 
group. 

Both have gone an to rein- 
vent themselves as indepen- 
dent schools with strong rep- 
utations. 

On the French Riviera 
another business school, 
Theseus, is hoping to per- 
form a Similar trick Set Up 
in 1989 by France Telecom, 
then the country ’ s publicly 
owned phone operator,, the 
school was Intended to 
bridge the gap between tech- 
nical and management 
skills. It foundered.' 

The concept, however, is 
defended vigorously by pres- 
ent-day. director general, 
Ahmet Aykac. “It was a bril- 
liant act of foresight The 
fundamental error they 
made at the time was to put 
electronics engineers at the 
head of the school.'* 

Prof Aykac Is certainly not 
that A fanner professor at 
IMD and irwgfrd . in Fontaine- 
bleau. and a former student 
at Columbia University in 
New York, he was hired to 
Theseus, built on the Sophia 
Antipolls science park, after 
a row with his bosses at 
IMD. The issues clearly still 
rankle: he quietly describes 
the problems as “fairly sig- 
nificant differences.” 

Prof Aykac joined Theseus 
in January 1996 and later 
that year three other - big 



Nice work: the Thenua bus&wss school baa flute cfifficuOy attndtag vWtfcag faculty to fts French RMara site 


names from the IMD faculty 
also defected: Francis 

Bidauh, now deputy director 
general at Theseus; Yury 
Boshyk, executive education 
director; and Mary-Rose 
GreviDe. p ro fe ssor of organi- 
sational-behaviour. 

This “gang of four" listed' 
the criteria that had to be 


university Iw iqbbw a^hnnk, 
While they are intent on 
building bigger and bigger 
institutions he intends to 
keep Theseus small, using 
visiting faculty as required 
In a virtual organisation. It 
is a strategy which may 
stand Theseus in good stead 
in the case of recession. 


‘It was a brilliant act of foresight The 
fundamental error they made at the 
time was to put electronics engineers 
at the head of the school’ 


met before they arrived: the 
school had to change to 
reduce the dependency on 
one company; and France 
Telecom had to resist inter- 
fering in the running af'the 
school 

Bat Prof Aykac had a fur- 
ther plan to differentiate 
Theseus from traditional 


The four former HO) 
employees now form two 
thirds of the care faculty of 
six — the full-time faculty at 
the school. M addition there 
is a group of frequent visi- 
tors, the affiliated faculty, 
which numbers 14. There are 
a further 80 or so visiting 
faculty. 


Prof Aykap defends the 
size OT the school. “I. don't 
need an enormous amount of 
people's time. I need a lot of 
their attention. To get their 
attention I have to attract 
their curiosity. To do that I 
have to be doing intelligent 
things, working with -good 
clients. That is the chain 
we're trying to put 
together." 

Theseus’ client base reads 
dike a Who's Who of the cor- 
porate world: Johnson & 
Johnson, Volkswagen, IBM 
and PepsiCola International 
are just a few. French , com- 
panies, including founder 
France Telecom, now 
account for just 2 per cent of 
the business. 

But with an annual turn- 
over of FFr27m (£2. 69m) The- 
seus’s business Is still very 
small. Prof Aykac hopes the 
school win grow by between 
30 and 40 per cent a year in 
terms of revenue and will 
add one extra core faculty 
member a year over each of 


the next few years. 

He says the school is now 
on a sound financial footing, 
having repaid the funds 
poured in by France Tele- 
com. and has reduced the 
subsidy the phone company 
pays to the school to around 
20 per cent of the total 
income. The plan is for a 
consortium of some 20 or 25 
companies to invest in the 
school: at the moment 
France Telecom still owns 
more than 90 per cent of the 
shares. Kit the actual struc- 
ture of the school, and who 
those companies will be. has 
yet to be decided. 

One area of concern for 
the gang of four is the MBA 
programme. Although it 
brings in 10 per cent of the 
revenues, financially it is a 
“big black hole" says the 
director general. With plans 
to increase the number of 
participants from the 20 of 
today to around 60, this is 
one area which Prof Aykac 
does intend to grow. 



TIM JACKSON 

ON THE WEB 


A grey area of law 


A European Court of Justice ruling will 
chiefly benefit US internet retailers 


The case of the Bulgarian 
spectacles sounds more like 
a Sherlock Holmes mystery 
than a matter of high 
concent in the internet and 
computer businesses. But a 
recent court judgment in 
Luxembourg may change 

the pricing strategy of 
companies in the US. 
European Union and Japan. 

The background to the 
case is that many companies 
doing business in Europe 
and the US maintain higher 
prices in Europe. Whatever 
the excuse - the cost of local 
staff, localisation, or 
whatever - it is common to 
see pricing strategies in 
which the dollar sign has 
effectively been snatched 
out and replaced with a 
British pound sign. 

To maintain this pricing 
strategy, companies 
generally go to imaginative 
lengths to stem the tide of 
grey imports, which arise 
when a distributor in a 
low-priced country sells 
products to another 
company in a higher -priced 
country. In the computer 
and software business, the 
usual method is to refuse 
technical support to 
customers who bought in the 
cheaper market. 

Courts are rightly vigilant 
in the defence of companies 
that are the victims of 
out-and-out scams, such as 
counterfeit Chanel No b 
perfume, or copies of 
Windows 95 pressed in 
China. But courts look less 
favourably on companies 
trying to keep out of a 
high-priced market products 
that they sold themselves in 
a lower-priced market. 

According to Gary Rinck 
of Morrison and Foerster. 
the US law linn, US law 
makes it hard for companies 
to prevent grey importing 


except in certain 
circumstances that are 
tightly defined. 

In one area - grey 
importing between EU 
countries - European law Is 
equally vigilant, thanks to 
the principle of free 
movement ol goods between 
member states. But the 
status nf grey imports into 
the EU from outside has 
long been more murky. 

That is where the 
Bulgarian spectacles come 
in. In 1995. Silhouette 
International Schmied. an 
Austrian manufacturer erf 
designer glasses, deckh-d to 

get rid of 21.00) outmoded 
pairs of glass-frames by 
selling them in Bulgaria for 
about $12 apiece. To 
Silhouette's dismay, an 
entrepreneurial Austrian 
discounter found out about 
the consignment, and 
shipped it straight buck to 
Austria. It then advertised 
the products heavily, 
making a tug deal of tlie fact 
{ that the products were on 
sale withuut Silhouette’s 
permission. 

Three years later, the 
European Court of Justice - 
the El’s highest court - has 
ruled on the case, albeit in a 
badly written and 
obfuscatory judgment (see 
“recent cases" at 
trwp.euria.cu.int). The 
Court's ruling backs 
Silhouette, and affirms the 
principle that a company 
bolding an EU trademark 
has a clear right under 
European law to prevent 
anyone from importing its 
product into the EU from 
outside and selling it even if 
the third party bought the 
goods honestly abroad. 

What makes this ruling so 
dramatic is that the debate 
inside Europe was 
previously much 


more liberal. 

The conservatives in the 
debate - national courts in a 
number of countries - have 
encouraged companies to 
restrict grey Imparts when 
there is a clear quality or 
cost difference between the 
hranded product sold outside 
the EU and Inside. 

The liberal end of the 
spectrum, largely occupied 
by intellectual property 
academics, says tliat 
companies should not be 
able to stop parallel Imports 
even In such cases. 

The Silhouette judgment 
moves the goalposts sharply 
to the right. By blessing 
market segmentation 
between the EU and the US 
even when there is no 
quality dlfferenre, this 
ruling will have big effects 
in the computer, software, 
internet and entertainment 
Industries. 

But the Judgment may 
have a mare immediate 
effect: US online mail-order 
retailers will he able to sell 
things straight to European 
consumers, arbitrating the 
price difference between the 
markets. 

That is already an issue in 
the books trade, where 
publishers buying UK rights 
are discovering to their 
horror that British 
customers can have books 
shipped from the US and 
still save money. 

The good news is that the 
Internet will help mitigate 
damage to European 
consumers from having to 
pay more for a wide range of 
goods. The bad news is that 
the long-term beneficiaries 
of the Silhouette judgment 
will not be the European 
companies that the 
European Court sought to 
protect, but US internet 
retailers already ahead in a 
fast-growing market. 

timjacksonfa poboz. com 
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Richard Donkiiv on the influence of 
management writer Peter Drucker 


» Management is not a 
20th century concept 
Evidence of organ- 
ised weak has emerged from 
prehistoric times and the 
word itself has late 16th cen- 
tury origins. 

But it was arguably not - 
until. Henri Fayed, a French 
mining ' engineer, began to 
outline the role of manage- 
ment at the beginning of the 
centtfry that it came to be' 
regarded as a set of definable 
skills used in die planning 
and control of a business. 

If Mr Fayed put corporate 
manag ement on the map in 
bis own country — his work 
was not translated into 
En gHsh until 1949 - its role 
in the modern company and 
post second world war evolu- 
tion was more broadly - 
defined by Peter Drucker in 
a series of ground breaking 
works beginning with Con- 
cept of the Corporation in 
1946, a study of General 
Motors. 

While Mr Fayol out fined 
some important general 
principles of management, 
including the division of' 


tasks, taking responsibility 

over other employees, busi- 
ness goals and .the impor- 
tance of planning, Mr 
Drucker refined the function 
for the big corporation. 

In The Practice of Manage- 
ment (1954), he set down the 
basic tankc of the manag er, 
reducing than to five funda- 
mental Auctions in a later 
work. Management: Tasks, 
Responsibilities, Practices 
(1973). These were to set 
objectives, to. organise, to 
motivate and communicate, 
to measure and to develop 
people- In outlining these 
functions he was also eleva- 
ting the role to "that of edu- 
cator, iwmmmitoi tnr strate- 
gist. and visionary. These 
qualities would prove 
beyond the reach of many 
a dminis tration-focused man- 
agers, but without them, be 
argued, a company could not 
compete on a worldwide 

qrafe 

Mr Drunker’s thinking was 
evolving with the demands 
of the company, moving 
from systems-based manage- 
ment requiring managers to 


NEWS FROM CAMPUS _ 

LBS recruitment 
gets under way 

Kenneth Smith, presently ^ ^ ^ ^ 

director of communications 

at Insead, in Fontainebleau, replaced as associate dean 

has become the first big 

staff appointment for 1?" 

London Business SctiooTs Hawawini ^ ^ 

now dean John Quelch, associate dean for Iraeatfs 

lately of Havaid. ’ ' PhD 

■ Mr SrnHh Will be associate “ 

dean for corporate strategy LB$^ww.lbs.acMk ■ 

at LBS, where he wH help ... 

Prof Quetah devise and * EXOdflSiOVI 
promote the LBS brand. He - 

will take up the job on : adVlCc 

^S^re In Insead, . Free help know on offer 
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understand and apply gen- 
eral principles, to directing 
the enterprise. 

As a prolific source of 
. management ideas, the Aus- 
trian-born Mr Drucker has 
become the archetypal man- 
agement guru, though he 

prv.fern tn think of hxmsrif an 

a writer and journalist. 

U nlike many other gurus 
he is not credited with a spe- 
cific revolutionary theory, 
although be ccdhed the term 
knowledge management and 
Introduced the concept of 
management by objectives. 
On the other hand his writ- 
ing and thTnMrqr have been 
so prolific and insightful 
there seem few areas of mod- 
em management and busi- 
ness that have escaped his 
Influ e nce 

Mr jDrucker may not have 
Invented management or 
have even- discovered it but 
he did explain it in a way 
that managers- could under- 
stand, shedding light on 
what he described as a “dark 
continent." 

Book: The Practice of Man- 
agement, 1964. 

Quote: "Before world war C 
most managers did not know 
they were managing." 


.fewer ffian 500 employees 
by developing competencies 
in foreign languages and 
.cross-cultural 
communfoation. The 
participants' wlB also be 
.given help In gathering 
market data from overseas 
and in setting up initial 
contacts there. The 
programme will be run by 
the Language Centre at 
MBS. • - 

email: 

mctioddaurVfs2jnbs.ac.uk 

Aylesbury joins 
the market . 

The market town of 
Aylesbury. Buckinghamshire, 
is to get its own ixsiness 
school The school has been 
set up as a partnership 

between the nearby - 

University of Luton and 
Aylesbury College. 

Vocational and professtonai 
courses as weH as degree 
programmes wfll be offered. 
Ayfesbuiy Busfoess School 
UK, 10)1296 588588 
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THUNDERBIRD 

THE AMERICAN GRADUATE SCHOOL 
OF INTERNATIONAL MANAGEMENT 

The #1 International Management School 

Accredited by AACSB ira-w.i-bixd.rdu 


Executive Master of International Management 




Gail Barnes 
American Express 


Michael L. Boman Juan C. Conn 
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Corporanon 


Stuart Creed 
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Callao Dctik John Fisher Jon M. Gallaphcr 

U’Vffls Forgo Bating CtOKfunv Qualcomm. Inc. 



Mar^- Graesch Shankar Gupta Malini Janakinunan Stephen Kempsev Meli*si KuilanJvr Russell Lane Pnvid LaNouc 

Idahn Power Intel Corporation AUiedSignal, Inc. J&n\ljnk HinuyticB. be .Wbc AiLu Miuerui Bull In/omianoi 
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Rick Uu Louis Lupo Teak Maccdo Sean McConK^guv Sri Myncni 

Imd Corporation ABedSignal, Inc. Honeywell. Inc. Air 7ns wr /nan jure Mmito&j 

Motorola • Transport Siturns Scmrcs 






Rick Nichols George Peabody 
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Motorola 


John Song 
Motorola 


Michele Stewan Michael Sullivan David Thomtwill Ellen White 
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/menuawTua. Inc. Mcdnubi 


We proudly congratulate these professionals <uiho recently earned a Master of Inunutianal Management degree 
from Thundcrhird, The American Graduate School of Inidruflumif Mtmflgtfmcm, 

-uti/i the much appreciated support of families and employers . 

Special Thanks to: . 
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ENVIRONMENT VIEWPOINTS NICK MAYHEW 


Trouble with the 
triple bottom line 


A fundamental confusion about different kinds of 
value lies at the root of Shell Group's difficulties 
with its stakeholders 


z/ What are we to make of 
the plethora of 
i£r£:\ publications from big 

companies detailing their 
social and environmental 
performance? 

At Oikos. a UK research 
organisation, we have been 
trying to digest the contents of 
about 25 such publications. We 
have been considering whether 
they stand up to rigorous 
analysis, and whether they 
indicate genuine progress 
towards sustainable 
development We have also been 
examining how likely they are to 
reduce risk and facilitate future 
business activity. 

Recently, Shell’s output and 
accompanying activity in this 
area have made for especially 
fascinating analysis, particularly 
as the company is reckoned by 
some to be setting benchmarks 
for others to follow, to April, 
Royal Dutch/Shell Group 
produced the pioneering Shell 
Report 1998, subtitled Profits and 
Principles - Does There Have to 
be a Choice ? 

This report, it states, is “about 
values. It describes how we. the 
people, rampant!*; and businesses 
that make up the Shell Group, 
are striving to live up to our 
responsibilities - financial, social 
and environmental" These are 
the three dimensions of the 
so-called “triple bottom line” of 
sustainable development, against 
which all companies will soon be 
expected to account for their 
activities. 

The following month. Shell UK 
published its own, derivative 
Report to Society. Then, last 
month. Royal Dutch/Shell Group 
published its first, externally 
verified health, safety and 
environment report, involving an 
audit contract worth £1 Sm. 

On the one hand, then, we 
have Shell telling us of its 
“commitment to sustainable 
development", of its wish to be 
“good corporate citizens", and of 
its “concern for human 
rights... [and] the impacts of 
potential climate change". The 
company trumpets its five-year, 
£300m investment in renewable 
energy projects. 

Bat on the other hand, the 
company's core business clearly 
r emains the exploitation and sale 
of fossil fuels: a business 
regarded by many as ecologically 


perilous and socially destructive. 
Until last month, when Shell 
(and MobQ) withdrew because of 
disagreements with the Peruvian 
government about infrastructure 
provision, the company had been 
trying to secure the development 
of the Camisea jungle 
hydrocarbons deposit, one of the 
world’s largest gas fields. 

Indeed, it was using the 
“stakeholder consultation" 
processes promised in its reports 
to smooth access to “protected" 
Amazonian rainforest, home to 
uniquely diverse populations of 
indigenous peoples. 

So how should we interpret 
such developments? On a positive 
note, it is clear that Shell is 
serious about responding to the 
increasing demand for greater 
corporate accountability. The 
company has even set up a 
four-person Social Accountability 
Team to distribute this agenda 
internally. Such signs of tangible 
institutional change deserve 
praise and encouragement 

However, one is tempted to ask 
whether all this work represents 
an especially sophisticated way 
for Shell to repair its battered 
corporate reputation, justify the 
continuation of its core 
business-as-usual, and renew its 
“licence to operate". Shell's 
problem is that it has not yet 
managed to set up a rigorous 
process by which it can claim to 
be interacting meaningfully with 
its stakeholders. The suspicion 
lingers that it is more interested 
in using stakeholder consultation 
for “issue management" purposes 
than for genuinely understanding 
the impact of its activities 
and perhaps chang in g its 
priorities. 

When Oikos participated in the 
“stakeholder dialogue" on the 
proposed Camisea development, 
for instance, time was very 
limited, the processes inadequate 
and at no paint was the company 
willing seriously to consider the 
view that it should not be there 
atalL 

Instead. Shell has defined its 
responsibilities by reference to 
its own “values” and quite 
incoherent “principles". So 
Shell's “core values [of] honesty, 
integrity and respect for people” 
appear to translate into “business 
principles” including “winning 
and raa interning customers" and 
“supporting free enterprise'! 


Shell says that while one of its 
responsibilities is “to give proper 
regard to ... the environment, 
consistent with its commitment 
to sustainable development” 
another is “to protect 
shareholders' investment”. But 
who defines “proper regard”? 
Presumably, there are hard 
choices to be made between 
principles and some forms of 
profit-making. Shell must surely 
understand this. 

Part of the trouble lies in 
Shell's adoption of the concept of 
“the triple bottom line,” as 
promoted by John Elkington and 
his environmental consultancy, 
SustainAbOity. Although its 
promotion of threedimensional 
accountability is important, the 
concept misleads companies into 
thinking that by somehow 
aggregating economic, social and 
environmental “value-added”, 
they can claim both 
responsibility and sustainability. 

The delusion is that they 
compensate for the “value” they 

are subtracting from one bottom 
linn - the environmental, say - 
by “adding value” to another 
“bottom line” - for example the 
economic - even though the two 
forms of value are of a very 
different nature. 

Shell should focus on coming 
up with meaningful stakeholder 
dialogue processes that would 
allow these different forms of 
value to be properly realised, 
compared and prioritised.' with 
responsibilities recognised 
accordingly. Instead, it is 
concentrating on devising what 
SustalnAbility (in collaboration 
with Arthur D. Little) calls “a 
range of total net value added 
metrics”. 

' The problem with such 
technocracy is that it obfuscates 
rather than clarifies. The metrics 
may provide some semblance of 
rationality to empower corporate 
decision-making in the short 
term, but it is likely to alienate 
rather than include many 
stakeholders. This approach 
will therefore do 
little to bring 
about a more 
consensual way of 
working or to & 

minimise risk. yr 

The author is director of Oikos. a 
not-fcrr-profit organisation 
corefunded by the Joseph 
Rowntree Charitable Trust This 
article is drawn from a longer 
Oikos paper about Shell’s efforts 
m this field, to be published 
next month. 
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PETER KNIGHT 



People are not fooled 
by positive PR. They 
want the bad news as 
well as the good . . 

y Why are society - 
y magazines such as Hello! 

and People so hugely 
IBM popular, while corporate 
social brochures lie 
around unread? Both have lots of 
pictures with people wearing 
ghastly Tve-just-met-a-royal" 
grins. There's plenty of positive 
ra-ra-ra and the underlying 
messages are Identical: we are 
beautiful, perfect and oh so 
caring. 

While society magazines seQ 
mini ons, company publications 
telling of community and charity 
work are spurned as corporate 
trash. Why?- 

The answer is spin - the way 
. facts are rearranged to present a 
story In the best possible light. 
Readers love tile positive spin 

pot on the stories of minor royals 
and fedfrjgcelebrities as they 
“talk openly* of their wonderful 
marriages and “graciau&iy open 
the doors'* of their palatial 
homes. Readers know it is a load 
of nonsense, but It is a bit like 
eating chocolate - great fun and 
nobody gets hurt 

The same readers, though, are 
highly suspicious of the slant put 
cm corpor at e stories about the 
good work companies do in the 
community. Readers heavily 
discount anything a company 
says on the issue. They realise 
they are getting only one side of 
the story , and want to hear the 
bad news as well as the good. 

There are sound reasons for 
this. We are losing our respect 
for traditional authorities and 
social structures. Large 
companies are being called on to 
act as moral entities, to uphold 
codes of conduct and to take on 
social responsibilities in return 
for the freedoms they enjoy. 

But consumers know too that 
companies, like priests and 
government ministers, are never 
perfect They face dilemmas and 
often act in error. By for the 
biggest mistake companies can 
make is to wear a halo; yet 
judging by the quality of 
corporate publications, many 
makeahahitofit. 

Some leading companies have 
begun to modify the way they 
communicate, especially about 
their social responsibilities. They 
have shaken off the halo and 
reduced the spin. 

Take the ShaQ Report It was 
wen received mainly because it 


confronted the difficult fesur£ 
human rights, bribery arid 
corruption. Pubteftfnrthis 
Information - including the 
number of people fired for taking 
bribes - is embarrassing but 
honesty gains goad marks from 
the public. 

The Shell Report lathe first of 

its kind from suet . - 

mainstream multinational. It ; 
marks the beginning of not duly 
a new form of wavfiiiowdaJ- 
repeating, but - more important 

-adechneintheaaQotttof 

corporate spin hi company 
communications. 

Take the case of Monsanto, the 
biotechnology company. It badly 
misjudged the Buropean concern 
about genetically modified foods. 

European poUticfaaa aad . 
consumers were outraged that 
modified soya beans were being 
introduced into processed foods 
without buyers being toki about 
it on the label. Pood companies 
have become concerned about 
consumer resistance, legislation 
has been moated <uid many are 
calling for a m orato ri u m on such 
research. • . 

After a long silence, Monsanto 
apotagiseti. Then in a series of 
advertisements U set about 
telling its story, especially its 
belief that genetically modified 
foods are harmless and are 
needed to feed the world's 
growing population. 

Its careftOiy crafted campaign 
is a fine demonstration of 

modified spin. The company 

admits there Is a big and 

important debate surrounding 
the issue and its view Is not the 
only one. It encourages readers 
to find out about other 
viewpoints and publishes the 
telephone number or web sites of 
environmental groups such us 
Greenpeace and Friends of the 
Earth. 

It demonstrates a fresh 
openness and a move away from 
the discredited public relations 
approach of ignoring the negative 
and only ever emphasis mg the 
positive.. 

Other companies are preparing 
to follow Shell's lead, and social 
reporting is set to become a 
regular activity. The public is far 
too knowledgeable and 
increasingly intolerant of shoddy 
spin to pnt up with 
anything other than 
open, clear reporting : r ■ 
of both good and bad .*>- 

news. Company spin 
doctors, be warned. 

Peter Knight is a specialist writer 
on business and the environment. 


BUSINESS TRAVEL LUGGAGE ALLOWANCES 

Rarely a j oily bagman 


Lost baggage and confusing cany-on rules have 
exasperated travellers and lead to clashes with 
airlines. Amon Cohen weighs the issues 


Hold on to your luggage 
at European airports. The 
k 21 smashing of a baggage- 
thieving ring at London Heath- 
row last month means another 
continental airport can expect 
shortly to be receiving the atten- 
tions of those gang members not 
caught 

“We are pretty hopeful we have 
put an end to it at Heathrow, but 
we won’t have all of them.” said 
the Metropolitan Police, which 
made more than a dozen arrests. 
“They move around from airport 
to airport" 

Organised crime apart increas- 
ingly crowded aircraft and air- 
ports make it ever less certain 
that business travellers will 
arrive at their destination with 
luggage intact 

There are also more arguments 
between passengers and airlines 
about what may be carried as 
hand luggage. Between April and 
June, baggage accounted for 47.8 
per cent of all complaints 
received by the International Air- 
line Passengers Association. 

Problems with bold luggage 
and confrontations over hand 
baggage are directly link ed “( 
can understand the safety rea- 
sons for restricting the luggage 
that people can take on board, 
and I have seen people trying to 
carry on large suitcases,” says 
Mike Bor. managing director for 
World Travel for Business, the 
London-based business travel 
agency. 

"However, the airlines will 
only be successful in persuading 
passengers to put their baggage 
in the hold if they are secure in 
the knowledge that the bags will 
be there when they disembark.” 

Many passengers using Heath- 
row had their confidence dented 
last summer when flight delays 
and system failures meant tens of 
thousands of items were mislaid 


British Airways, the airport's 
dominant airline, and BAA, its 
operator, are still bickering over 
who was responsible. However, 
both say that normal service has 
been resumed, with BAA invest- 
ing £250m to improve its baggage 
system. 

Mr Bor is not so sure. “Not as 
much progress has been made as 
I would like," he says, citing a 
client who flew first class with 
BA from New York to Moscow 
via Heathrow. The client, a main 
board director of a top US com- 
pany, arrived safely tn Moscow. 
His bags did not 

Mr Bor's experience is that the 
transfer of bags between Termi- 
nals 1 and 4 is particularly prone 
to mishap. J3A says this should 
improve when a tunnel between 


the two buildings opens. 

The uncertainties of checking 
in luggage have caused more pas- 
sengers to keep it with them, 
which in turn has led to a clamp- 
down on those who attempt to 
carry more than they are 
allowed. ELM is one of several 
airlines that provides check-in 
staff with a bin. If the bag fits in 
it, it is permitted as hand 
luggage; if not, it goes in the 
hold. 

The problem for passengers is 
that there is no consistency 
between airlines - or even within 
them. The International Air 
Transport Association recom- 
mends that the height, width and 
depth of a carry-on bag should 
not add up to more than 45in 
(iitan). It is also considering rec- 
ommending a maximum weight. 

However, such standards are 
not applied universally. Gener- 
ally. European carriers allow one 


permit two, although even this 
principle is unreliable. In the US, 
Northwest Airlines only allows 
one but permits in addition a 
handbag, briefcase or laptop. 
American Airlines allows two 
bags plus a handbag, briefcase or 
laptop, while Continental says 
these items must be among the 
two permitted bags. To make 
matters more confusing. Delta 
Air Lines has one set of rules, 
while its offshoot. Delta Shuttle, 
has another. 

Most airlines allow more hags 
in premium class than in econ- 
omy but inconsistencies can 
occur in the same class. The Air 
Transport Users Council receives 
many complaints from passen- 
gers whose modest holdall is 
steered towards the bold only to 
find their more assertive neigh- 
boor stuffing an oversized suit- 
case into the overhead locker. 

Kyle Davis, American Express 
director of - purchasing, has even 
had to resist an attempt to confis- 
cate his laptop. “I told than this 
was not negotiable." he said. 

The issue also leads to tensions 
between passengers and cabin 
crew. “I once saw a woman get 
on board and the first thing the 
attendant said to her was: “That 
bag has to go in the hold’.” says 
Mr Davis. “The woman turned to 
the attendant and said: ‘Good 
evening, welcome an board'.” 

Solutions may be at hand- Air- , 
craft manufacturers are aware of i 
the demand for a greater carry-on 
allowance, says Hans Krakauer. 
government and Industry affairs | 
spokesman for the International ; 
Airline Passengers Association. 
Among options being considered 
for new aircraft designs are stow- | 
age areas away from seats. 

Mr Krakauer also argues that 1 
manufacturers, airlines, and air- 
port authorities need to co- 
operate more and change their 
attitude towards baggage. “At 
the moment, they regard luggage 
as cargo rather than a passenger 
service and that alters- their j 
whole philosophy," he says. 


carry-on bag, whereas US airlines 



I'm teffihs you, thb is hand luggage" BonaU Grant 



TRAVEL UPDATE 


Delta hit by US ban 
on flights over 
north Afghanistan 

A ban on US flights over northern 
Afghanistan has forced Delta to 
drop a code-sharing arrangement 
with Swissair on flights between 
Zurich and Delhi, Bangkok and 
Singapore. The Department of 
Transportation in Washington 
says American carriers may not 
tty over the region which is the 
focus of cfvfl war between 
g o vernment forces and the 
Taliban. 

A Delta spokeswoman says: - 
"The DoT also forbids us from 
putting our code on flights over 
the restricted area. Because 
certain Swissak flights may be 
operating there, we have had to 

[ withdraw our code." Swissair 
; hopes to re-route its aircraft, and 
says ft is confident its a greeme nt 
with Delta can be resuscitated. 

BA non-stop to Iran 

British Airways is to resume 
non-stop flights between London 
Heathrow and Tehran, knocking 
two hours off the current Journey 
time. Rights have been stopping 
at Baku in Azerbaijan. The airRne 
flies to the Iranian capital on 
Tuesdays, Thursdays and - 
Sundays. 

Sounds good 

American Airfines is testing a 
voice recognition booking system 
on top-tier members of its 
frequent flyer programme In the 
US. Instead of keying to numbers 
oh the telephone when the 
reservations department answers, 
customers read out their 
membership codes and the 
computer digs out details erf their 
pref er ence^. The caff fe then- - 
picked up by an operator who is 
able to greet the passenger by • 
name and can aJready see- 


wftether he or she has any meal 
or seat requirements. 

Allez Qantas 

Qantas plans to launch direct 
flights between Sydney and Paris 
on October 26. It wW operate 
three times a week, on Tuesdays, 
Thursdays and Saturdays, via 
Singapore. On the same day the 
aMfne vrifl introduce services 
between Brisbane and Rome, via 
Bangkok; and on November 20 it 
intends to start flying between 
Sydney and Buenos Aires, 
stopping en route in Auckland. 
Services to France and Argentina 
await government approval, 

BT phone home 

British Telecom has launched a 
charge card which it claims wiH 
save travellers the bother of 
claiming expenses for telephone 
calls and data traismtsslons. 
Caned BT Business Chargecard, 
it will allow them the alternatives 
of charging the cost to a credit 
card or direct to their company's 
phone bill. It also allows users to 
nominate thdr office or mobile 
number as an account code, so 
they need not even carry the 
card with them. 


fit to fly 

Pittsburgh akport has opened a 
fitness centre for passengers. If 
you have checked to your 
work-out gear, you can rent 
some, including shoes, for $3. 

Air to show 

London's Earls Court exhibition 
centre will have a direct rail link 
with Gatwfck airport from next 
spring. Work has begun on a 
new station across the road at 
West Brampton. It will be served 
by Conner South Central trains 
running between Gatwick and 
Rugby, which already stop at 
Olympia. Silver-fink's WiUesden 
Junctfon-Clapham Junction 
Shuttle trains will also call there. 

Hotel makeover 

Lausanne's Beau-Rivage Palace 
Hotel, on the shores of Lake 
Geneva, has undergone a $iQm 
(£6mj) facelift. Bedrooms have 
modem points, ISDN lines and 
remote control for lights, 
windows, and shades. 

Roger Bray 


Likely weather in the leading business centres 
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UJCHWE 

1b© Lucerne festival 





Bnewiiakarida 
concert haB on -i. 
Saturday. Ithafir- 
bfiah designed by • 
French architect Jaan 
♦fcuvB«nd.US ' 


Johnaorv andean be usedas « 
year-r ound congress and • . • 
confwenoe centra Thetipenkn 
concerts are given by Ctaitfo 
Ab bado a nd the Berth , - * 

PhSiamonk: Orcftes&a, and toe 
festhri runs untgSepte ii toff Itt 

EDBffiURfitt 

^EtSntoi^ Frlhj^Fes^ * 
starts this year a week earlier' 
than the office FasBvaL Eight 





tefier to be seen el the Royal 
■fcot*fn>eMn r3^ 

Moitorris Blood Below the ■ 
iWidow and Uz lx>chbeed*a 
Perfect, 

. . _ {fer .lBfl} 

xendu^?m^%^Spottish . 

in the opening' 
festival proper at 

thaUsberHrf on SuxJay -a. - 
perform »noe oTBarflaz's Grands 
Afe s se deS Marts. Among the 
Antiwifo B^aitradjonsthis 
ytermart&toKfrGcttifv cyde.by 
nfae-Hoyal Opera; aScotfish 
Bi^penprodoc^BRcf Smetana's 
DaBtfr, tiSfbegus cyctewith the 
dbarrtoer Orchestra cf&rrape, 
racttais byBostrtdge, Schiff and 
TaM. andthetee^ p rodu ctions 
by Steh.Bcndy and hub van 

Howl The dance programme 
tnctudes acddJfatton of Hana 
van Manen OeB). ■ 


BADfli-BADBJ 

TbeMeHirHiv'nwertofSt 
Petarstwg takes op residence in 
the Festapjeftaus on Satottay 
fora weak qf p et fc ra w noes 
conducted by Vaery Gergiev. 

Hepiertevy inducfes a new 
production of 7?» Quean of 

starring VWMr Galuzin 
andGaftw^orchairova. 

Thttyearbieri® the 30 th ... 
enrW!^^dft»TBsivoroflieatro 
to m b? days and 
rfcttse^Aij^toetesIival 
indudsiMhe most knrpethg 
prod u ctions of toe Ftafehtoetera 
season, lhis summer's event, 
which opens tomcmn^dso 
feeiurmaHaTifef taftlltouaria, 
alongside guest productions tern 
Germany, toetand, Norwey.Baly- 
and Argentina. 



LONDON 

The Bgar-Payne TWnd Synsrhcny 
mates tts Proms dabut on 
Thuraday ki a concert by the BBC 
Symphony Orchestra under 
Andrew Outs- the same farces 
who gave the work a* ao fWmsd 


prenw* in February. 

A “Divas' season at the 
Dcomar Warehouse starts tonight 
wflh&bJng flevalry. featuring 
Am Hampton CaSauay and Uz 
Catfoway. 

. . Jos Orton’s ctassc black tecs 
Lootf opens on Wsdnasdsy at 
the VaudevOs Theatre. The 
production is drtoed by 

David (Bindley, and is tad by - 
Red RWgewey and Tray-Ann 
Oberman (lefQ. 

Shsteepeare's Globe 
Thaafas launches the two Iasi 
of this year's productions on 

Thiasday; The Honest Wham 
by Thomas Dekter, and A Mad 
yttadc( Wy Masters, by Thomas 
IMdbton. 

SCARBOROUGH 

Alan Ayckbourn {right) directs the 
premi e rs erf Tan Frth's latest ptay, 



Thea Musgrave, Joan Tower md Elen Tmffe Zwflfctc Sumkiaflng as the tfiscusaion was, nothing spoka louder than their music. The gender issue evaporated 

THE SANTA FE CHAMB ER MUS IC F ESTIVAL ■ 

Major musicians in a minority group 


Andrew Claric argues- 1hart women -.<x)mposers need no special pleading for thefe work ; 


Are you being imderserved? The - 
question has Jong been a hot 
topic for nainoriUes and special 
interest groups in the US, but it 
is not one you expect to be dis- 
cussed at the Santa Fe Chamber 
Music FestivaL 

Unlike previous years, when 
the festival contented itself with 
serving digestible portions of 
Badi and Beethoven to tourist 
audiences, this summer’s event', 
ventured into the political arena. 
Its centrepiece was a symposium 
on women composers, three of 
whom had their music played in 
high-profile concerts. The festival 
also anno unced that next year it 
would include music of Spanish 
and native Indian origin, in order 
to reflect the distinctive culture 
of New Mexica 

The symposium, coinciding 
with this ethnic policy initiative, 
provoked heated discussion 
among Santa Fe's usually passive 
audience. Some critics Inter- 
preted it as an outbreak of politi- 
cal correctness; by giving a spe- 
cial platform to women 
composers and Indian art, the 
festival seemed to be putting 


non-musical issues- before musi- 
cal quality. Here, was yet another 
comer of US society in which 
people were to receive advance- 
ment because they represented a 
-mmority- or ^ special -interest, and 
not because they wore any good. 

As far as quality is concerned, 
the three women under the spot- 
light at Santa Fe had nothing to 
fear. Thea Musgrave (b.1928), 
Joan Tower (b.1938) and Ellen 
Taaffe Zwflich (bJS39) were rep- 
resented by wcffks which, in each 
case, demonstrated a strong per- 
sonality and distinctive style. At 
the symposium, they name across 
as dynamic, witty people who 
needed no special pleading; 
Indeed, they spent the entire day 
trying to duck the gwtripg- issue, 
as if embarrassed that it should 
be raised at afl. And rightly so. 
It's an Insult to suggest they 
earned their reputation because 
they were women, rather than 
because they wrote good music 

And yet each. of. the three 
seemed only too happy to take 
part in -a gender-based forum. 
Women composers may no longer 
see themselves as victims, but 


they still account for less than 
one per cent of the music played 
at mainstream concerts. That 
fact alone suggests that in a 
country with laws for “affirma- 
tive, action" (a euphemism for 
positive discrimination), they 
should qualify for occasional pre- 
ferment . This a gain raises the 
thorny question of political cor- 
rectness versus artistic quality. 


sion to conservatoires, to be 
accepted in composition classes 
or specialise in conducting. 

The women’s movement 
changed all that. It confronted 
the obstacles and prejudices fee- 
ing women in music. Radical 
feminist musicologists such as 
Susan Mcdary, who chaired the 
Santa Fe discussion, wrote books 
questioning the way women were 


as any living male composer. 

Thanks to their and others’ 
success, women composers are 
no longer regarded as freaks. As 
Musgrave, Edinburgh-born but 
US-based, made clear at Santa Fe, 
the problems of women compos- 
ers today are little different to 
those facing their male counter- 
parts. Highli ghting the feminist 
cause in music only diverts atten- 
tion from the real issues: how to 
sustain audiences and funding. 


Just as gender politics m musical life appears to be running out of 
steam, identity politics is gaining ground. Everyone is identified by 
group, whether it be gay, female, black, Hispanic, whatever 


When Musgrave, Tower and 
Zwllich started writing music, 
they had no women’s movement 
to promote their cause. Like such 
distinguished predecessors as 
Fanny Mendelssohn. Amy Beach 

or EKsabeth Lutyens, they suc- 
ceeded despite the feet that, his- 
torically. women have been dis- 
criminated against in music. 
Until the postwar era, it was not 
easy for women to gain artmis- 


portrayed by male, composers. 
They brought to light unpub- 
lished music by female compos- 
ers. Much of it deserved its 

obscurity - but the music had to 
be examined to allow that conclu- 
sion to be reached. Tower and 
Zwflich provide useful role mod- 
els for a younger generation of 
female composers in the US. 
Their music gets as much expo- 
sure in American concert halls 


how to counter the anti-arts drift 
in US education and public life. 

But just as gender politics 
appears to be running out of 
steam in US musical Me, identity 
politics is gaining gro und Every- 
one is identified by the group 
they belong to, whether it be gay, 
female, black, Hispanic, what- 
ever. What you think, do and pro- 
duce is interpreted accordingly. 
The word “good" is no longer rel- 


evant Universal aesthetic values 
are out; everything has equal 
value. This way of thinking has 
not only taken hold in US univer- 
sities; it has begun to infect the 
papers of the American Musico- 
iogical Society. And by putting 
women composers and Indian 
music on to its programme, the 
Santa Fe Chamber Music Festival 
has tacitly bowed to the same 

la that respect the festival is 
m> different from most other US 
music organisations. In the cur- 
rent political climate, if you 
assert what could be perceived as 
“traditional" values, you risk 
being labelled as patriarchal. 
That can be intimidating. Ameri- 
can orchestras, opera companies 
and music societies are forced to 
pay Up service to identity poti- 
tics, because otherwise they may 
find themselves losing out finan- 
cially. When they go cap in hand 
to foundations, business corpora- 
tions and government agencies, 
they have to show that their 
activities and their audiences 
reflect the diversity of American 
society. 

The Detroit Symphony recently 
suspended its usual audition pro- 


Lov* $Drtgs hr Shopimepen. at 
ths Stephan Joseph 'nware. Tha 
firat night is tomorrow. 



mlurci in order to hire a black 
double-boss player: it had to find 
a way of acknowledging the 
city's racial diversity. Other arts 
companies try to attract repre- 
sentatives of ethnic minorities on 
to their boards. Divorsity is 
regarded as worth supporting, 
and a truer reflection of US soci- 
ety. Most US business corpora- 
tions accept these values - in 
some cases under fear of law- 
suits. But there an* no laws gov- 
erning women composers. What 
affirmative action encourages is 
a climate that sets quotas as 
goals. And once you start setting 
quotas in ;ul. you create a crisis 
m defining aesthetic value. 

Santa Fe would have been on 
much rockier ground if It had 
included music by less- 
established composers, such as 
the 10 lesbians whose new CD 
was being plugged on the fcstiv;d 
fringe. Instead of wallowing In 
their identity cocoon. Musgrave. 
Tower ;md Zwillch s|icnt most of 
the seminar discussing problems 
that anyone, mak- or female, can 
encounter in a musical career 
How dD you make your music 
better known? You bridge the 
divide between composer and 
performer by forming your own 
ensemble (Tower), or allying 
yourself with organisations like 
the American Composers Orches- 
tra (Zwilich). How should you 
deal with the music industry’? It’s 
helpful to know other women in 
influential positions, but “grand- 
standing" - indulging in high- 
profile polemics - does not help. 

There seemed to be a consen- 
sus that after a century domi- 
nated by musical theorists, “the 
A-word" - accessible - was no 
longer shameful, as long it 
involved no loss of intellectual 
rigour emotional expression was 
not a woman’s prerogative, nor 
was an ability to get into the 
mindset of female characters. 
Tower confessed she had no 
desire to write for the human 
voice; Musgrave said her biggest 
operatic difficulty had been 
“working out how to make each 
scene go somewhere". 

ill uminatin g as the discussion 
was. nothing spoke louder than 
the music. Musgrave's choice of 
recorded excerpts conveyed tbe 
classical discipline of her tech- 
nique. and her talent for enticing 
the ear with sound. Tower intro- 
duced her Violin Concerto - a far 
more engaging and vibrant exam- 
ple of her work than the homage 
to Messiaen for cello and piano, 
which featured in one of the 
evening concerts. Zwilich was 
represented by her Piano Trio, an 
incisive, obsessive piece, power- 
fully argued in a traditional 
framework. 

At a festival concert later in 
the week. Zwilich's trio - per- 
formed by its dedicatee, the Kal- 
ichstein-Laredo-Rohinson Trio - 
sat comfortably between Beet- 
hoven’s Flute Serenade and 
Elgar's Piano Quintet. The gen- 
der issue had evaporated; what 
mattered was the music, not the 
sex of the person who wrote it 


INTERNATIONAL 


Arts 



GLIMMERGLASS 

OPERA 

ADce Busch Opera Theater, 
Coopenstown 

Tet 1-607-547 2255 

• Falstaff: by Verdi. New ■ 

production dfitected by l^on 
Major, with sets and costumes 
by John Conklin and fighting by 
Rat Coifins. The conductor is 
George Manahan; Aug 11. 14 ' 

• Partenopo: by Handel. New 

production directed by Francisco 
Negrin, In his GJimmergiass ■ 
defcrat, and conducted by Harry 
Bickeh Aug 10. 16 • ' 

• The Mother of. Us All; by Virgil 
Thomson. Conducted by Stewart 
Robertson hi a new staging by 
Christopher AJden, with sets by 
Allen Moyer; Aug 13. 15 

•' Tosca; tv Ru«*WL Now 
staging by Marc Lamps, with 

sets by MtahaefYeaigan. The . . 

conductor Is Stewart Robertson; 
Aug 15 " ' • ' ' 

GLYNDEBOURNE . 

OPERA 

Glyndeboume Festival Opera 

Ted 44-1273-615 000 ; • 


• CapricciOT by ft Strauss. 
Revival conducted by Andrew 
Davis, and directed by John Cox. 
The Countess is sung by FeBcity 
Lott. With the London 
Phflhaanoriic Orchestra; Aug .14 

• Le Comte Ory: by RossinL 
.Revival conducted by Yves Abe! 
and directed by Jfefime Savory, 

- with the London Phflharmonfc 
Orchestra; Aug 12, 15 

• Simon Soccanegra: by Vercfl. 
New production conducted by- 
Mark Elder In a staging by Peter 

•••HatL With tiie London 
Phffijacmonfc .Orchestra. The title 
role is sung by Bena ProWna; 

Aug 10, 13, 16 

LONDON 

CONCERTS 

BBC Proms, RoyaLAbert Hafl 

Tet 44-171-589 8212 

• BBC National Orchestra of . 
Wales: T adaaJd Otaka conducts ' 
the OK premiere of Sofia- 

Gubaktulina’s And: the feasting 
at its height.’ Programme also ' 
includes works by. Dukas, 
Szymanowski and Strauss. With - 
cellist David Geringas and tenor 
jeon-Paul Fouchdcourt 
Aug 10 . 

• BBC Symphony Orchestra: - 
conducted by Andrew Davis In 
works by Ravel and Mozart, and 
Payne’s elaboration of the 
sketches for Elgar's Third 

S^phoriy; Aug 13 

• Birmingham Contemporary 
Music Group . Simon Raffle - 
conducts a programme of works 
by British composers irictodfog ' - 
Ofiver Knussen, "Thomas Adds,. 
'Sirnbri Holt arid Mark-Anthony .. 
■Turnage. VWhfxano soloist 


Thomas Ad&s and cellist Ulrich 
Hainan; Aug 10 

• Orchestra of the Age of 
Enlightenment conducted by 
Heinrich Schiff in works by 
.Haydn, Gluck and Beethoven. 
With baritone Thomas Alien; 

Aug 12 

• Philharmonia Orc h estra: 
European premiere of Leonard 
Station's Housewarming, 
conducted by the composer. 
Programme also includes Joseph 
Schwantner’s Percussion 
Concerto, wtth Evelyn Glennie, 
and Elgar's Symphony No. 2 in E 
flat major; Aug 11 - 

Royal Festival Hafl 

Tet 44-171-960 4242 
Kodo Dnsnmers: return visit by 
the 14-strong Japanese troupe; 
Aug 12, 13. 14, 15; 16 

EXHIBITIONS 

Barbican Art Gallery 

Tet 44-171-638 8891 
The Warhol Look/Glamour Style 
Fashion: includes screen prints. 
Aims, reconstnjcted window 
displays, photographs and 
clothing; to Aug 16 

Royal Academy of Arts 

Tet 44-171-300 8000 
Summer Exhibition: held every 
year since the Academy’s 
foundation in 1768, the world’s 
largest openexhibfflon efispiays 
work by established painters and 
setdptore alongside that of 
younger and less well known' 
artiste; to Aug IB 

NEW YORK 

CONCERTS 


Avery Fisher Hall, Lincoln 
Center 

Tet 1-212-875 5030 
wwwJincolnc9nter.org 

• Canadian Brass: programme 
includes works by Bach, Mozart 
and Bizet; Aug 13 

• Mostly Mozart Festival 
O rc hestr a : conducted by Ivor 
Bolton in works by Mozart and 
Handel. With violin soloist 
Christian Tetztafi and 
mezzo-soprano Susan Graham; 
Aug 11 

• Mostly Mozart Festival 
Orch e stra: conducted by Ivor 
Bolton in works by Mozart With 
viofin soloist Christian TetzJaff 
and piano soloist Louis Lortie; 
Aug 12 

SALZBURG 

OPERA 

Sabburg Festival 
Tet 43-662-844501 

• Aufstieg und Fall der Stadt 
Mahagonny: by WeflL Conducted 
by' Dennis Russell Davies kl a 
staging by Peter Zadek, with sets 
by Richard Peduzzi. Cast 
includes Dame Gwyrmeth Jones 
and Wilbur Pauley. With the 
Vienna Radio Symphony 
Orchestra; Grosses 
Festspielhaus; Aug 12 

• Don Carlo: by Verdi. New 
staging by Herbert Wernicke, 
with the Vienna Philharmonic and 
Opera conducted by Lorin 
Maazei. Cast includes Samuel 
Ramey; Grosses Festspielhaus; 
Aug 10. 13, 16 

• Le Nozze de Figaro: by 
Mozart Conducted by Sir 
Charles Mackerras in a revival of 
Luc Bandy's staging, directed by 


Jotil Lauwors. With the Vienna 
PhB harmonic and Opera. Cast 
includes Dwayne Croft and 
Barbara Frittoli; Kleines 
Festspielhaus; Aug 15 

THEATRE 
Salzburg Festival 
Tet 43-662-644501 

• Soon: by Hal Hartley, with 
music by Hal Hartley and Jim 
Coleman, and sets and costumes 
by Steve Rosenzweig. 
Co-production with deSingel, 
Antwerp; Pemer insel; Aug 11, 

12, 13, 14 

• Danton’s Death: by BOchner. 
New, co-production with the 
Berliner Ensemble, directed and 
designed by Robert WBson. with 
costumes by Frida Pamieggiani; 
Landestheater; Aug 10, 12, IS 

SANTA FE 

OPERA 

Santa Fe Opera 

Tet 1-505-986 5900 

wwW'SGntefeopere.org 

• Beatrice and Benedict: by 
Berflaz. New production directed 
by Tim Afeery and designed by 
Jennifer Tipton. Cast includes 
Susan Graham. The conductor is 
Edo do Waart Aug 13 

• The Magic Flute: by Mozart 
New production by Jonathan 
Miller, with sets by Roni Toren 
and costumes by Judy Levin. 

Cast includes Sheri Greenawald; 

Aug 10, 15 

SCHLESWIG- 

HOLSTEIN 

CONCERTS 


Schleswig-Holstein Music 
Festival 

Tet 49-431-567 080 

• Anne- Sophie Mutter recital of 
Beethoven violin sonatas; Kiel. 
Schioss (Aug 14). Flensburg. 
Deutsches Haus (Aug 15) and 
LObecfc, Musik- und 
KongresshaHe {Aug 16) 

• Cologne Chamber Orchestra: 
conducted by Hetmer 
MuHer-Bruhl in works by Vivaldi 
and Bach. With soprano Barbara 
Schlick, flautist Patrick Gallo Is 
and oboe soloist Christian 
Hommei; Schleswig, Dom; 

Aug 10 

• Cologne Chamber Orchestra: 
conducted by Helmer 
MiiOer-BrOHI in works by Bach. 
With soprano Barbara Schlick 
and flaqtist Patrick Gallois; 
Hassdburg, Scheune; Aug 11 

• Phfiharmonie der Nationen: 
conducted by Justus Frantz in 
works by Brahms: Syft 
Westertand. Haile 401 aut dem 
Ftugplatz (Aug 12) and 
LQneburg, Marktptatz, Open Air 
(Aug 14) 

TOKYO 

EXHIBITION 

Metropolitan Art Museum 

Tet 813-3823 6921 
The Carmen Thyssen- 
Bomemisza Collection: touring 
show of 94 paintings. HighBghts 
include 19th century Spanish 
works; to Oct 4 


VERONA 

DANCE 

Teatro Romano 
Tet 39-045-800 5151 


www.arena.it 

Romeo and Juliet: by Prokofiev. 
Robert North's choreography, 
created in 1990. is presented 
here for the first time in a 
production designed by Andrew 
Storer. Romeo and Juliet are 
danced by Benito Marceiino and 
Mia Johansson; Aug 16 

OPERA 

Arena di Verona 

Tel: 39-045-800 5161 
www.arena.it 
Tosca: by Puccini. New 
production by Giubano 
Montaldo.Cast includes Ruggero 
Raimondi and the conductor is 
Zubin Mehta; Aug 14 

TV AND RADIO 

WORLD SERVICE 
BBC World Service radio tor 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT: 

0&30: Money line with Lou Dobbs 
13.30: Business Asia 
19-30: World Business Today 
22 . 00 : World Business Today 
Update 

0 BuaineWMarfcet Reports; 

05:07; 06:07; 07:07; 0820; 09:20' 
10:20; 11:20; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 

the blues 




World Cup victory has given new confidence to France. This is just as well, says 
Dominique Molsi, as the country feces challenges from Germany and the UK 


L ife had been grey. 
In the space of a 
jubilant night of 
victory for the 
World Cup life became blue, 
the colour of the French 
football team's strip. 

The French had been 
morose, uncertain about 
themselves, their role and 
status in the world. Sud- 
denly they regained self- 
confidence and started to 
fed good again. To the fun- 
damental question of iden- 
tity - who am I? - the 
French gave an original, 
albeit limited, answer “We 
are the world champions in 
the most global, prestigious 
and popular sport, soccer." 

This feelgood factor had a 
moral dimension, with 
domestic political overtones. 
The French team was, in the 
words of Jacques Chirac. 
French president, not only 
tricolour, it was multicolour 
- an allusion to its multi- 
ethnic composition, per- 
ceived by many in France as 
the best answer to the racist, 
xenophobic campaign of the 
Front National. 

In the largest spontaneous 
demonstration since the 
days of liberation in 1944, 
the French expressed a 
strong need for self esteem 
and self congratulation. 
Today, only sports can pro- 
voke strong collective emo- 
tions; hence the jubilation 
aver this victory went well 
beyond soccer itself to tap 
sentiments formerly exhib- 
ited in patriotic, ideological 
or even religious battles. 

It is, therefore, no surprise 
that the popularity ratings 
of the French president and 
prime minister have soared. 
This is due not only to the 
World Cup effect but also to 
an increasingly obvious eco- 
nomic recovery, which has 
begun to affect if only mod- 
estly. the rate erf unemploy- 
ment 

Mr Chirac and Lionel Jos- 
pin. the prime minister, have 
established a new equilib- 
rium of power between 
themselves, one that seems 
to satisfy the French and 
that lies somewhere between 
the spirit of the Fifth and 
the Fourth Republics. The 
prime minister governs 
folly, whereas the president 
the ultimate authority. 



Feelgood factor: the French celebrate winning the World Cup AP 


incarnates France in a 
warm, friendly and activist 
manner. 

For France's European 
partners, this summer’s 
changes are good news. The 
more confident France is, 
the easier it should be for 
others to deal with It. Yet 
this positive change comes 
with less welcome overtones. 
At the very moment France 
has regained a sense of 


Kohl in German elections 
next month, a nd th e return 
to power of an SPD led by a 
largely unknown figure. 
After more than 16 years 
with Mr Kohl in power, it is 
only natural that his princi- 
pal partner, France, should 
worry about the passing of 
such a reassuring and pre- 
dictable leader. 

What the French fear is 
the closing of an era in Ger- 


The jubilation over this victory went 
beyond soccer to tap sentiments 
formerly exhibited in patriotic 
ideological or even religious battles 


self-confidence, it is con- 
fronting with concern, if not 
diffidence, its closest partner 
and neighbour, Germany, 
while also contemplating 
with some irritation the new 
assertiveness of Tony Blair’s 
Britain. 

The possibility of the 
imminent arrival of a post- 
Kohl Germany troubles the 
French. What the French 
fear most is not the victory 
of Gerhard Schrdder, chal- 
lenger to Chancellor Helmut 


many. In French eyes, Mr 
Kohl managed a double feat 
he accelerated the process of 
German unification while at 
the same time controlling, if 
not delaying, the potentially 
negative consequences of the 
newfound German sover- 
eignty on the national 
psyche. 

The end of what , some in 
Germany denounced as the 
era of national masochism 
has a special meaning for 
France and for the fixture of 


Europe. Can Europe survive 
with two Frances instead of 
one - that is, with a Ger- 
many increasingly behaving 
as France does today in 
terms of its national self- 
assertion and even a grow- 
ing self-righteousness? 

The diffidence that may 
exist towards the UK Is of a 
completely different nature 
and stems largely from the 
ideological competition 
between the two lefts in 
power. Whatever the extent 
of the improvement in the 
personal relationship 
between Messrs Blair and 
Jospin, the Socialist party in 
France continues to resent 
any attempt to impose Blair- 
ism and its programmes on 
it. 

In deeds, if not in words, 
there is little that distin- 
guishes the economic poli- 
cies of Dominique Strauss- 
K*hn, Mr Jospin's powerful 
economics and finance min- 
ister, from those of Tony 
Blair. The labour experience 
in the UK cannot be openly 
accepted as a source of inspi- 
ration, when in reality it 
offers a minor reflecting Mr 
Jospin's own pragmatic 
choices on most, if not all, 
counts. 

To work with the market, 
French style, or to work for 
the market. British style, the 
differences lie more in the 
two countries' national men- 
talities than in the concrete 
policies that they actually 
carry out 

France is concerned about 
Germany’s and the UK’s 
present direction for an addi- 
tional reason: the growing 
entente between London and 
Bonn, which it can only 
interpret to its detriment. 
The French have watched 
warily the joint accords 
made by the Frankfurt and 
London stock exchanges, as 
well as the closer co-opera- 
tion of the German and UK 
aeronautics and defence 
industries. The World Cup 
effect has yet to spiD over 
into the world of financial 
and geopolitical power. 

The author is deputy director 
of the Paris-based Ins ti tut 
Pranpais des Relations Inter- 
nationales and editor of Poli- 
tique Etrangire. He writes 
ken in a personal capacity 


LETTERS TO THE EDITOR 


Two currencies for EU may be 
answer for cyclical problem 


From MrJonUeeseg. 

Sir, At the start of this UK 
parliament, the new Labour 
government announced itself 
to be broadly ‘in favour of 
the UK eventually embrac- 
ing the euro, but it also 
transferred control of inter- 
est rates to the Bank of 
England, along with respon- 
sibility for keeping inflation 
under control. The result 
has been what anyone could 
have predicted, and what 
some of tts actually did pre- 
dict as the rest of Europe 
started to come out of its 
recession, the UK’s underly- 
ing inflation started to rise, 
interest rates were raised, 
and. once more, the UK is 
headed fin- a contraction just 
as the co nti ne n t is headed 
for an expansion. 


So, for yet another busi- 
ness cycle, the UK will be 
out of step with Europe, and 
once again it will be seen to 
be impossible to haw a sin- 
gle interest rate that suits 
both the UK arai the rest of 
the EU, and so impossible to 
have a single currency and a 
single central hank to con- 
trol what actually remain 
two counter-cyclical econo- 
mies. 

Sooner or later New 
Labour is going to realise 
that the UK and non-UK EU 
economies are counter- 
cyclical. for good reasons. 
When the pound Is weaker, 
the UK expands. Wben the 
rest of the EU expands, the 
snake currencies weaken, 
foreign investors switch to 
the pound, and a strong 


pound puts, a limit -tax UK 
growth. Ufa cycle can go on 
Indefinite^ fed it's not nec- 
essarily a bad thing, it may 
in the long-term be prefera- 
ble to hav* two counter- 
cyclical internal European 
economies to having «Q of 
Europe endure boom and 
bast in lock-step. 

Yet this is. not an argu- 
ment tar giving up the cither 
EU benefits erf reduced 
Ufa and unified standards. 
Instead, maybe it*s dzne to 
think about an EU with two 
currencies - the van tar the 
core; ami the pound for the 
periphery. 

Jon Uvesey. " 

680 San Lucas Ave, 
Mountain View CA 94043s 

US . . ‘ 


Making the worst of a respectable argument 


From Mr John W. Wood. 

Sir. In M We must slay this 
monster" (July 30). Senator 
Jessie Helms makes the 
worst of a respectable argu- 
ment: that the loose and 
compromised diallin g of the 
Rome Treaty could have the 
inadvertent, or surreptitious, 
effect of creating an interna- 
tional order. He says the 
order would subordinate the 
actions of sovereign states, 
and even the UN Security 
Council, to the judgments 
and censures of a group of 


imrap resentatlve. une lect ed, 
international jurors, without 
Ww| (tiwiniitinn of a nation's 

sovereignty being property 
debated or appreciated. 

This argument may or 
may not prove valid, but It is 
the proper concern of a 
nation with the special capa- 
bilities and responsibilities 
of the US, and as such, also 
the props' concern of the 
chairman of the for- 
eign relations committee of 
that country. 

It is ironic that even dis- 


tinguished diplomatists 
among your corresponden t s, 
who refect Senator Helms’s 
arguments, appear to have 
accepted a tinge of his bom- 
bastic. rhetorical style; per- 
haps they believe, u Aris- 
totle did, that rustic sceptics 
deserved punishment rather 
than counter argument. 

John W. Wood, 

j ■ 

Republicans Abroad, 

3X0 First Street SE. 
Washington DC 20003, US 


Plan means virtual ban on cotton imports 


From Mr Mathew 
Kpll um pr r w m 

Sir. You reported (“ElTs 
cotton imports row in final 
phase". July 28) that the 
European Commission pro- 
poses “minimum price 
undertakings" that are. less 
severe than anti-dumping 
duty and that “proceeds 
torn higher setting prices go 
to manufacturers". 

The minimum prices pro- 
posed by the Commission in 
its “Disclosure document" 


are very much higher than 
market prices and those 
manufacturers in the five 
countries will not be able to 
make any sales. 

A drastic fell in imports 
from the five countries wiH 
create a shortage of 
unbleached cotton fabrics 
and the threat to “200,000" 
jobs in the whole textile 
manufacturing industry 
mentioned in your, report 
wifi become a reality. The 
Commission’s efforts to save 


face by insisting on the pro 
pedal erf antidumping duty 
and the more stringent 
"minimum prices” - on 
Imports of a raw material 
will create large unemploy- 
ment mri price inflation. 

It is to be hoped that the 
Commission will withdraw 

its proposal. 

Mathew KaBumpram, 
Premia Textiles, 

61 Bloom Street, 

Manchester Ml SLY, UK 


Government 

decision 

destructive 

From Mr Andrew McNulty. 

■ Sir, At a recent ministerial 
meeting of the QSPAR Cum- 
mission - the body responsi- 
ble for regulating the dis- 
posal of waste in the 
north-east Atlantic - In Ihr- 
tugal. the UK government, 
with no prior public consul- 
tation, committed the UK to 
an international obligation 
not to use concrete-fixed off- 
shore structures in the oil 
and gas industry. : 

It appears that Ihix deci- 
sion was. based on the 
assumption that complete 
removal of concrete -sub- 
structures -is not possible. 
Arup totally, disagrees. 
There is no technical reason 
why a concrete structure 
property designed for decom- 
missioning should not be 
refloated and re-installed 
a fe awfasre or brought back tu 
a dry dock (at onshore dis- 
posal. We would further 
argue that removal of such 
self-buoyant structures 
should be easier than for 
large steel jackets. 

. At a stroke; the govern- 
ment bas destroyed a poten- 
tially significant civil engi- 
neering market ' in 
north-west Europe and 
threatened Its existence else- 
where r- in a field where UK 
companies have developed 
expanse. The feci that the 
decision was taken without 
open consultation and for no 
apparent justifiable reason is 
particularly galling; 

Is this really the govern- 
ment that, in opposition, set 
such store by a freedom of 
information act? We can 
only hope the global body 
effectively responsible for 
decommissioning offshore 
platforms, the London Con- 
vention of the International 
Maritime Organisation, dem- 
onstrates more sense. 

Andrew McNulty, 

Arup Energy, 

13 Fltzroy Square, 

London W1P 6BQ, UK 
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ONAL VIEW EUNA N KING and DERMOT O'BRIEN 

On the crest of a wave 

Speculation is rife that Ireland’s economy is overheating, but the boom may be far from over 


W ith high 
growth rates 
taken as prima 
facie proof of 
overheating, there has been 
much media comment that 
Ireland has a bubble econ- 
omy - fuelling speculation 
that it will soon burst 
We beg to differ. Far the 
Irish economy, how fast is 
too fast? And what is its sus- 
tainable growth rate? 

The average annual 
growth rate in the 1986-96 
period was 5.5 per cent. Dar- 
ing this period the inflation 
rate was on average 2.7 per 
cent - 1 percentage point 
below the European Union 
average - and wage inflation 
was moderate. The balance 
of payments was in surplus. 
In the years 1994-87 growth 
of real gross domestic prod- 
uct averaged 8.4 pa- cent a 
year. The consensus view in 
the -media is that this run- 
away train will crash. 

However, the economy 
may not be as much above 
its sustainable track as 
many believe. In Ireland 
there is a startling supply- 
side story. Ireland, like the 
US in the 1960s and 1970s, 
has a wave of baby boomers, 
aged between 15 and 24, 
working through the popula- 
tion. By 2006 the labour force 
is likely to be as much as 27 
per cent larger (3-5 per cent 
growth a year) than it was in 
1996. If productivity contin- 
ues to rise at 5L5 per cent a 
year, the economy can grow 
at a sustainable 6 per cent 
trend rate a year until 2006. 
By contrast, the population 
in the EU will be smaller 
than in 1996. 

Irish growth of more than 
6 per cent should be sustain- 
able for a period given the 
Initial level of unemploy- 
ment and immigration. 
Unemployment fell to 
170X00. io per cent, at the 
end of 1997. Of the 170,000 
out of work, 130,000 were 
under 44 and 90.000 had been 
unemployed for more than a 
year - with 130,000 seeking . 
full-time work. Since the 
labour force is growing by 
more than 40,000 per annum 
and employment is rising at 
more than 50 jOOO per annum, 
unemployment should fell 
by 10,000 a year if net migra- 
tion is zero. In. 1996-97, net. 
tion of people of 
age was 7,000 or 05 
cent of the labour force. 


Ireland - 
MGDPpatoh 
anal* dregs 
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asret % change to consumer prices 
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Anecdotal evidence sug- 
gests immigration is rising - 
so although the numbers 
joining the workforce, are 
significant, unemployment is 
still high- in the aggregate it 
is difficult to argue that 
Ireland is near an employ- 
ment bottleneck. As well as 
a favourable supply side 
effect, the baby boom has 
implications for demand. 
The population wave will 
convert into a .population 
bulge within 10 years. The 
boom in clubs and restau- 
rants, and the rise in hous- 
ing demand and car registra- 
tions is not just tourist-led. 

Discretionary expenditure 
is rising sharply in Ireland, 
not only because of higher 
incomes, bat also because of 
a drop in the birth rate since 
its peak in 1980. The birth 
rate is less than two. Imply- 
ing the population will even- 
tually fall if this persists. 
The lower birth rate has 
been accompanied by - an 
acceleration in female partic- 
ipation in the workforce, 
mainly by married women. 
However, the average,, at 
under 40 per cent, is below 
the EU and very much below 
the UK. at 54 per cent 

Though labour supply at 
the aggregate level is plenti- 
ful, there are some sectoral 
labour shortages, such as 
the building industry. While 
hourly earnings lathe sector 
rose 9 per cent in 1997, the 
housebuilding cost Index 
rose only 4 per cent, suggest- 
ing much of the earnings 
rise was based ori higher 
productivity. The industry 
employs less than 100,000 
people so a small rise in 
immigration would have an 
impact on the supply of 
labour. The high-technology 
sector Is also reporting 


labour shortages but this is 
not unique to Ireland and 
does not imply an adverse 
relative cost shift 
If growth is as rapid as 
suggested in Ireland, signifi- 
cant Infrastructure changes 
will be required. This may 
be a problem in the avail- 
ability of zoned land for 
housing and commercial 
development - even though 
the government announced 
scone changes -recently. The 
car population is also rising 
and could reach 1dm within 
10 years, compared with 
about lm in 1996. This will 
cause congestion unless 
transport policy is altered. 

T he budget is in 
structural surplus 
and an unchanged 
policies this could 
reach more than 7 per cent 
of GDP by 2003, if a growth 
rate of 6 per cent is 
achieved. Debt to GDP 
would have fallen to about 
25 per cent at that stage an 
unchanged policies. 

But a balance wifi have to 
be struck between debt 
repayment, infrastructure 
spending and tax cuts 
because the baby boom 
impact will , begin to fade 
after 2006,. What can go 
wrong7 Rapid growth in 
credit, fuelling a boom in 
house prices. Is a risk, but is 
probably exaggerated. •' 
There is evidence in 1997 
data that borrowers were 
putting a rising equity stake 
into house purchases - and 
there was a sharp switch in 
the number of loans, to high 
income groups. This tends to 
squeeze out those on lower 
incomes and may fuel wage 
pressures. However, changes 
in tax incentives to personal 
investors , in. the . housing 




market have dampened the 
pace of rising house prices. 

The pick-up in consumer 
prices in the first half of this 
year Is seal as the product 
of rapid growth. However, 
more plausible is that the 6 
per cent fall in the trade 
weighted exchange rate 
since 1997 is the reason. The 
small open economy model 
of inflation puts exchange 
rate changes and inflation in 
trading partners as the main 
determinants of inflation. 
This has been verified for 
Ireland in research .by tile 
Central Bank in the past 
year. There are few smaller 
economies thnn Ireland. 

Recent Inflation data show 
service sector prices rising 
more slowly than goods 
prices. Hardly a sign that 
the labour market is tight 
and that wage inflation Is 
pushing up prices in the sec- 
tors of the economy pro- 
tected . from the winds of 
trade competition. A down- 
turn in the world economy 
would of course adversely 
affect the Irish economy. 

Almost half the recent fast 
growth was due to chemi- 
cals, computing and electri- 
cal engineering. However, 
these sectors, dominated by 
foreign -owned companies, 
are numerous and the econ- 
omy would not he drastically 
affected if some transferred. 

Pure assembly is d iminish . 

fog and this is not a nega- 
tive, since Ireland's competi- 
tive position rests on the 
educational composition of 
the workforce. If traffic and 
housing difficulties are over- 
come, Ireland can enter the 
next millennium on the crest 
of a baby boom wave. 

The authors work jdr UCB 
Stockbrokers, Dublin 
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The scourge 
of terrorism 


The terrorist attacks on US 
embassy in Kenya and Tanza- 
nia pose moijtmienial challenges 
for President Bill Clinton. Not 
only does be have to explain the 
failure of the world’s most 
sophisticated security apparatus 
and Intelligence network, be also 
has to prepare the nation for 
what could be a long and ardu- 
ous process of bringing those 
responsible to justice. 

The US record in dete rmining 
responsibility for terrorist 
attacks has beat poor. The inves- 
tigation into the 1996 bombing of 
a US complex in Dhahran, Saudi 
Arabia, appears stalled. Initial 
assumptions of Sunni dissident 
involvement were undermined by 
arrests of Shia opponents of the 
re gim e and hints of Iranian lining 
Unconfirmed reports have 
claimed a breakdown in US-Saudi 
co-operation. The Libyans alleg- 
edly behind the blowing up of 
Pan Am flight 103 over Scotland 
a decade ago also have yet to be 
brought to txiaL. 

US policy on past terrorist acts 
has often focused on searching 
far a stale link, with Iran and 
Libya topping the list of suspects. 
But Libya has kept a low profile 
m recent years and Iran, with a 
new moderate president, is 
improving ties with the US. 

The US is right to be moving 
cautiously and hmttng that the 
investigation could take years. It 
is also right to refrain from pub- 
lic speculation about suspects. 
Arab groups in the US have 
wanted against pointing the fin- 


ger at the Middle East But a 
. daiin of responsibility from an 
- unknown Islamist group and 
speculation among counter - 
terrorism experts have neverthe- 
less focused attention mi Wmni<* 
exbemlst organisations. 

. In the post-cold war era. the US 
role as the world’s policeman 
makes it increasingly vulnerable 
to terrorist acts. »qy»Haliy tram 
groups angered by what they per- 
ceive as American support for 
Illegitimate rulers. Dealing with 
this threat will require a reas- 
sessment of intelligence policy, 
which now relies heavily on tech- 
nology such as surveil- 

lance. It should shift back to tra- 
ditional work with informers and' 
infiltration. 

The US also needs to enlist 
stronger support from its allies in 
dealing with the terrorist threat 
Attacks on the US are not a mat- 
ter for Washington alone. Simi- 
larly. any eventual retaliation 
win be more effective if carried 
out cm a multilateral h*gfo , ' 

This is all the more important 
at a timg when the US is feeling 
its way towards delicate deci- 
sions an issues such as relations 
with Iran. There wiQ no doubt be 
Increased pressure in Congress 
unilaterally to punish states 
accused of sponsoring terrorism 
and companies that work with 
them. This would not help com- 
bat specific actions such as those 
perpetrated in Africa on Friday. 
And it would undermine the 
broader international campaign 
against terrorism. 


Promoting drugs 


American consumers are being 
deluged with advertisements for 
prescription drugs. The Food and 
Drug Administration reluctantly 
opened the floodgates last' 
August by allowing companies to 
promote medicines on television, 
and the pharmaceuticals indus- 
try - has responded by pouring an 
estimated $L3bn Int o consumer 
advertising this year. Meanwhile 
in Europe the industry is gearing 
up for a lobbying campaign, 
aimed at relaxing an EU ban that 
prevents it using the mass media 
to disseminate any information 
about prescription drugs. 

The politics and economics of 
healthcare In Europe are not 
quite ready for full-blooded tele- 
vision advertising. But some 
relaxation is clearly overdue in 
the internet era. It is absurd that 
companies’ web sites, giving 
DMdicaUata about globally avail- 
able drugs, have to cany official 
warnings that the information is 
far -US- residents only. 

The argument that! forced the 
FDA’s band in the US was that 
any form of advertising that does 
not cause- harm should .be 
allowed on freedom of 'mfofrna r 
tion grounds - and no one could 
prove' that drug ads would harm 
consumers, so long as they men- 
tioned the mam risks and did not 
exaggerate the benefits. . 

In Europe too, the movement 
to give patients more information 
- and therefore power to influ- 
ence their own treatment - is 


gathering pace, though there is 
still more old-fashioned deference 
to the medical profession than in 
the USl In the short term. It is 
easy to see why hard-pressed doc- 
tors might prefer to deal with 
unquestioning patients than 
informed consumers who take up 
more of their time. The profes- 
sion nniipry iaTifl , however/ 
that a better informed, if choos- 
ier. population is likely to be 
healthier in the long run. 

Any link between drug adver- 
tising and improved public 
health will take a lung time to 
prove. But the US experience 
already suggests that television 
advertisements- can pay off 
quickly for pharTrangntyak <«m- 
panles. in the form of a sharp 
increase in prescriptions. 

Demand for expensive new 
drugs is growing fast even with- 
out advertising, and European 
health services ^ could not afford a 
farther surge fuelled by direct 
promotion. AEowSng US-style TV 
ads in Europe would .be a mistake 
until the whole co-payment sys- 
tem has beau reformed. E atle nt g ; 
who c an afford to. do so will have 
to contribute .mare to prescrip- 
tion costs - especially for what 
are becoming known as lifestyle 
drugs. For the time being. Europe 
should consider allowing a more 
informational style, of advertis- 
ing, raising awareness about par- 
ticular ‘diseases and available 
treatments without phasing one 
product. 
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Success in football comes- at a 
high price. Clubs face ever rising 
wage htOs for the best players. 
Those' listed on the. §tock 
exchange, like Ajax and Man- 
chester United, have an added 
shareholder imperative A break- 
away European Super League 
might help meet these goals- But 
the existing framework offers a 
more assured future. 

The challeng e for football clubs 
that hope to stay at the top is to 
find ways .to increase revenue. 
[• Since there is a limi t to the num- 
’ her of games that can be played 
and repBca kite sold, television 

and s ponsorship axe the obvious 
route. OK dubs now get 20 per 
cent of their revenue freon televi- 
sion. Italian dubs make a third o£ 
their jnoney -tins way. . 

This summer’s Super League 
plot was hatched by Meffla Part- 
ners, a sports management . Ann. 
It to Increase the earnin g s 
of a small group of powerful 
clubs, Tba teams would meet, in a ■ 
midweek league, ^eclipsir®, the 
Uefa Champions League and 
operating Independently of Suro- 

peanfbotbafl’sgovemiiig body. A 
place in the; competition and 
more money would be guaran- 
teed for those invited. . 

That the big clubs are taking 
the suggestion seriously comes as 
no surprise. They have long com- 
plained at Uefa’s poor manage 
meat, and are frustrated by what 
they say are the inadequate; 
rewards of European competfc 


. tion. In the- Champions League, 
about two-thirds of sponsorship i 
and television fees are passed cm - 
to the dubs. In the Super League, 
virtually ail cash raised would go 

to the competitors, -v - _ - i 
Of course, mnch of what the 
Super League, offers could be 
achieved.' within Uefa's existing 
fi-amewcEk. The breakaway pro- 
posal involves a good measure of ; 
sabre-rattlh^ The pressure may 
be wcriting- Uefa seams increas- 
ingly ready to soup to? the Cham-., 
pious League, with mere games 
and Incratiye pay-per-view televi- 
s&m contracts. The sticking point 
Is likely to be on qualification. .' ' ■ 

■ Qualification" for the Champi- 
ons -League, means, the kind of 
uncertainty that fans tore, arid 
investors bate.' Indifferent fpnn 
Can lead to financial disaster. But. 

on this point of principle Uefi is’ 

unlikely to bmfet 
This is quite ccraect For fbot- 

■ ball fans - whose enthusdasm 
provides the' foundation for foot- 
ball’s popularity and wealth 
part odTEuropean competition’s 
attraction is that it .-comes as u 
reward for domestic. ;succesi 
Places: for those with market, 
.power, irrespective of perfor- 
. usance, would damag e tbe-crati-. 

; hility of the' competition. A guar: 

’ anteed Income , rireaiu mi^tt be 
xdetr'in the short run. But the 
.-.ridt for the longer term is that by 
breaking the rules of fair play, a 
closed shop would sap the entfcu- 
gfesm 'of fans and sponscffs alike. 


That sinking feeling 

The fell in the yen can only be stopped by US and Japanese intervention. Simon Kuper and 
Gillian Tett look at the possible grave consequences for the rest of Asia if they do nothing 


I t was, said, one economist, 
the least convincing perfor- 
mance by a cabinet minister 
that he could remember. 
Tern days ago, in tbe ndddle of 
the night Kb chi Miya za wa gave 
his first news conference as 
Japan's finance minister- The 78- 
jMroJd speka haltingly, said he 
would try his best refered to his 
age; And then, like a thunderbolt 
at the end of drizzle, suddenly 
revealed that be did not believe 
In intervening to support the yen 
and stocks. 

Dealers watch in g Mm cm tele- 
vision instantly sold yen. Mr 
Miyazawa, who had hot seemed 
to foresee this, later claimed his 
words had bees misinterpreted. 
Japan would still intervene when 
necessary, be fostered. 

Since that night the c ur r en cy 
fiw phmged Y5 a prirmt the dol- 
lar, and now stands only TQ.5 
above its eight-year low of 
7146.75. The yen last hit that 
level in June, before the US and 
Japan intervened to support it. 

The Bank of Japan hac n>adp 
forays into the foreign exchange 
market three tinw ghw Decem- 
ber 1997 to sell some of its 
f200bn-plus in dollar reserves. 
Now the moment of truth has 
come: how far will the US and 
Japan be willing to let the yen 
sink before they intervene, again? 

The question matters beyond 
Tokyo. Washington and the cur- 
rency desks of trading banks. 
Another sharp fell in the yen - 
perhaps below Y150 - could push 
China to devalue the yuan. No 
one knows precisely what level of 
the yen would prompt that, but it 
would have great consequences 
worldwide, and particularly in 
the rest of Asia. 

. Chinese officials have warned 
that the yen's slide is making 
their own currency less competi- 
tive. Goldman Sachs, the US 
investment bank, says every 10 
per cent fell in the yen against 
the dollar in effect makes Chi- 
nese goods about 2.5 per cent 
dearer abroad. The yuan and the 
Hong Eong dollar are already 
overvalued, Goldman adds. 

If China devalued, as it did in 
1994, foe HK dollar would almost 
inevitably lose its 15-year-old peg 
to the US dollar. Many other 
Asian countries might then 
devalue for the second time in a 
year, and that could render them 
unable to pay back their dollar 
debts. On Friday, Vietnam deval- 
ued the dong 9 per cent - a fore- 
taste, some say. 

Worrytogly for Asian finance 
ministers, the -yen looks sickly. - 
Goldman last week sharply 
revised down its forecasts for the 
currency, which it now expects to 
dreg) to Y155 against the dollar in 
the next three months. 

Yen hulls are virtually extinct, 
for three reasons, first,- almost 
no care expects Japan's economy 
to recover soon from its worst 
recession in 50 years. Second. 
Japan’s “Big Bang” in April, 
-prompted partly by the crisis, has 
made tt easier for Japanese to 
invest in foreign currencies. And 
third, Tokyo's enthusiasm far 
intervention seems to be waning. 

Japan's new government 
appears keener than fts predeces- 
sor on trying to stimulate the 
economy. Ksizo Obuchi. prime 
minister since last month, . 
pledged op Friday some Y7,000bn 
new tax cuts next year and' 
YHUXXftm mare “stimulus mea- 
sures" this anxtumn. A YlB/TOOta 
stimulus package unveiled in. the 
spring may ease the downturn in 
the autumn. 

However, that may root be 
enough. Next year's Y4,0D0bn 



planned tax cuts will do little 
more than replace this year's 
“temporary" tax cuts. The public 
spending sector packages are 
unlikely to boost growth for long 
by themselves. 

In any case, much of the stimu- 
lus will take effect only next 
April, which currency traders 
regard as an age away. The dom- 
ino of devaluations could have 
happened by then. 

Japan's deep-seated banking 
problems, in the form of 
Y88,00Qhn in problem loans, also 
hangs over the economy. West- 
ern Investors and diplomats want 
the ruling Liberal Democratic 
Party to dose insolvent banks 
and force others to write off large 
amounts of bad loans. But that 
could cause job losses, force com- 
panies into bankruptcy, and thus 
prolong the downturn. 

The government could find a 
way out of the dD emm a-tfit uses 
some of the policy tools it is now 
creating, such as the, so called 
“bridge bank”. This is a scheme 
to smooth the impact of bank 
failures, by creating government 
institutions that would take over 
insolvent banks and try to sell 
them, while maintaining 1 credit 
lines to healthy borrowers. 

Mr Obuchi has not yet shown 
the political touch, courage and 
vision to prove that he can walk 
this policy tightrope: And Ms 
finance minister lost much 
respect tn the market through his 
early dithers, says Jeremy Hawk- 
ins, chief economist at Bank of 
America in London. If Mr Miya- 
zawa or Mr Obuchi put another 
foot wrong, the yen could suffer. 

Even if they do everything 
right, the economy will not pick 
up quickly. There is no chance of 
the official discoun t rate rising 
soon from 0.5 per cent, where it 
has been stuck for more than two 
years. With long-term bond yields 
Closing at 1.195 per cent last 
week, there is almost no incen- 
tive for international investors to 


keep their money in yen accounts 
while they wait to see what hap- 
pens to the currency. Band yields 
in the US “Goldilocks" economy 
are almost 4 percentage points 
higher. 

And just when incentives 
abound to sell yen. the Big Bang 
of deregulation cm April 1 has 
helped Japanese investors to do 
so. They no longer need prior 
approval to invest overseas, 
although the Big Bang rules con- 
tain several “catches": for 
instance, investors must now 
report investments to the tax 
office. 

So Car, the Big Bang has trig- 
gered only modest capital flight 
from Japan. Net portfolio out- 
flows jumped to Y3,700bn in 


Mr Obuchi has not 
yet shown4he 
political courage and 
vision to walk this 
policy tightrope 


April, but fell to half that level in 
May. 

However, Japanese consumers 
and companies tend to react 
slowly to regulatory change, so 
more flight is possible later this 
year. “Companies are definitely 
moving to put more money over- 
seas - it has become like a fash- 
ion,’’ says Minoru Mori, president 
of Daiwa International Capital 
Management. “I think the propor- 
tion (of nan yen assets) for some 
companies win rise to about % 
per cent this year or even 40 per 
cent (from 30 per cent before.)" 

Many consumers are curious 
about the new “foreign" products 
an affte* since “Bigu Ban". The 
counters of banks such as Fuji or 
Sanwa are plastered with ccAour- 
fid signs extolling customers to 


purchase “hi gh yielding” instru- 
ments in sterling and dollars. 

Along with many middle-class, 
interoationally-aware Japanese, 
Toshihiko. a Tokyo translator, 
has recently opened a foreign 
currency account with Citibank, 
and turned part of his yen 
savings into dollars. “When the 
dollar went to Y140 1 thought 
•that's it!'." he says. 

The economy and the Big Bang 
are two strikes against Japan. If 
Tokyo has given up intervention 
except in “extreme situations’ 1 , as 
Mr Miyazawa initially said, that 
would be strike three. But no one 
is certain yet 

The finance minis ter seems to 
have learned that the threat of 
intervention is currently the 
yen’s only hope. He and officials 
now warn constantly that Japan 
might intervene. Traders are lis- 
tening. 

- However, Mr-Miyazawa’s first 
words were no accident Some of 
Tokyo’s bureaucrats do seem to 
have become less keen on inter- 
vention. 

The Bank of Japan quietly 
tried to oppose the Good Friday 
dollar sales, and seems to be win- 
ning the internal debate over 
intervention. There has been 
silence recently from Eisuke Sak- 
akibara. the senior finance minis- 
try official who in the early 1990s 
earned the nickname “Mr Yen" 
for his lave of talking up the cur- 
rency. 

In part the Japanese have rim- 
ply learned from history. Since 
the weds before Christmas, when 
the Bank of Japan carried out the 
first of its three recent interven- 
tions. tiie yen has dropped Yl5 
^gaiiwt the dollar. The message 
is clean intervention only works 
if it pushes the market in a direc- 
tion it wanted to move in any- 
way. That creed is the orthodoxy 
among central bankers today. 

And its strongest adherent is 
the most powerful voice in the 
currency market, Robert Rubin. 


OBSERVER 


Clause out 
for Lester 

Let's hear rt for. Lester M. 
Aiberthal Jr. The announcement 
of hb “retkement” at the age of 
54 as chairman and chief - 

executive of Electronic Data 
Systems sent the share price 
winging up on Friday by more 
than $5 to needy $42 - reflecting 
investors’ discontent over frits 
lacklustre leadership ‘m recent, 
years and delight, at the news of 
Ws going. 

.. $rnaB-mlnded people are 
already objecting to one detail of 
. hfe departure, a compensation 
package that could be worth 
more than- $38m. But tHs 
represents a wonderful 
investment ^for an after tax cost 
.of about 5 cents a share, EOS 
has increased Its stock market 

value, by nearly' 14 per .bent 
Indeed, there's a good case ftx 
widespread use of what Observer 
dubs the Aiberthal clause- Chief 
executives' farewell packages . 
should be adjusted to reflect the 
stock market performance of . 
their share price the day after the 
news is announced. If it goes up, 
they benefit if it goes down, they 
lose. This w3l encourage good 
.peopte.to stay and bad people to 

90- ; 

.Precautions would have to be 
token against price manipulation. 
For example, a chief executive 
who was arrested for naked 
bungee Jumping the week ahead 
of an announcement would not . 


qualify. But that’s a technical 
detail. In fact there is only one 
serious flaw in the Aiberthal 
clause. That’s the guarantee he'll 
never go to work for a 
competitor. That would deariy be 
very much in EDS shareholdwrs’ 
interests.. 

Tasty tussle 

Ikea, the world’s tergeri furniture 
retailer, Is so proud of Its 
Swedish origins that it ships local 
delicacies such as MttbuOar - 

meatballs to you and me - to 
serve up in Its stores around the 
world. But whHe.you car tuck in 
to the, tasty little things 
everywhere from Shanghai to 
San Francisco, they’re definitely 
Off the menu in neighbouring 
Norway. 

Ikea reckons Norwegians 
would happily chomp their way 
through 35 tonnes of the meaty 
morsels a year, but it won’t send 
them because it’s objecting to a ■ 
tough customs duty on prepared 
foods. The privately-owned 
company, backed tty the 
Swedish government has 
complained to Oslo about what it 
calls a "punishment tax". 

Ikea points out that it buys 500 
tonnes of Norwegian salmon a 
year. "We’ve have made no 
threats about the salmon,” says 
Lennart Jangalv, head of Ikea 
.food servkres. "But we would Hke 
them to make a goodwill gesture 
over our meatballs.* 

Norway appears as immovable 
asgranny’s gravy. Further 


meatball talks are planned, but it 
looks as though Oslo might find 
a compromise had to swallow. 

Borderline case 

There appears to have been a 
change of heart at the Malaysian 
frontier. Not so long ago It was 
tough for Chinese and Indians to 
get entry visas, as Kuala Lumpur 
feared an influx of over-stayers 
adding to the already large Indian 
and Chinese minorities. 

Now Chinese citizens can get 
tourist visas from Malaysian 

embassies - though those living 

m Singapore. Thailand and Hong 
Kong have to enter with tour 
groups. And Indian businessman 
or officials, who used to rely cm 
tourist visas inless they had 
Malaysian sponsors, can get 
miitipte-errtry visas. Nothing like 
an economic crisis for 
encouraging countries to put out 
the welcome mat. 

Cash register 

Singapore's prime minister Goh 
Chok Tong wants hfe money - 
and he’s entitled to it, according 
to the island state's highest 
court It decided that his leading 
political opponent Joshua 
Jeyaretnam, acted out of malice 
when he told a campaign rally 
that another opposition poHtidan 
had complained about the 
government's tactics in last 
year's elections. 

A complaint had, Indeed, been 
made but Goh sued on the 


grounds that, merely by telling 
people about it. Jeyaretnam 
could damage his reputation: 
people might think he had done 
something wrong. Jeyaretnam 
now owes Goh SSI 00, OCX) 
(US$69m) in damages - and the 
courts half as much again in 
costs. 

But he says he hasn’t got the 
money and tost Goh has served 
him with a "statutory demand” 
for payment of the damages 
within 21 days - the test step in 
bankruptcy proceedings that 
could end with his resignation 

from parliament 

Observer seems to recall that a 
recent report from the US State 

Department said something 
about Singapore using legal 
processes, such as libel and - 
defamation, to stifle freedom of 
speech and intimidate 
opponents. Singapore always 
denies such things happen. That, 
no doubt, is a comfort to 
Jeyaretnam. 

Unplugged 

investors in India at last have 
I cause to celebrate the country's 
1 technological backwardness. The 
millennium computer bomb Isn't 
going to be much of a problem 
! there, by all accounts. 

The chairman of one big 
multinational recently started 
fretting about payments to its 
large distribution network. No 
problem, assured his bankers, 
their branches didn't use 
compute**. 


US treasury secretary, formerly 
of the currencies desk at Gold- 
man Sachs. He believes that 
Japan can only buoy the yen by 
reforming its economy, not by 
meddling in the market. 

In the meantime, he can proba- 
bly live with a fairly weak yen. 
The US economy is running close 
to full capacity, which means 
that losing some of its Japan- 
bound exports may be no bad 
thing. The US is thought to be 
unwilling to support more inter- 
vention for a while. 

Some in Tokyo have even been 
arguing the benefits of a man- 
aged slide in the yea The Bank 
of Japan’s policy committee, for 
example, noted in its June meet- 
ing that a weaker yen was deliv- 
ering some economic boost The 
bank’s newly independent policy 
board appears to have spent most 
of its recent meetings m ulling 
whether to cut the official dis- 
count rate. It could also expand 
money supply. 

Government officials, including 
some at the Economic Planning 
Agency, have expressed interest 
in the latter notioa even though 
it would probably hit the yea “If 
the yen fell, it might hurt Asia by 
forcing more devaluations.” says 
one senior Japanese government 
official. “But if Japan does not 
recover this will hurt Asia any- 
way.” 

To some degree, Tokyo and 
Washington have little choice but 
to live with a weak yea The big- 
ger question for Mr Rubin and 
his deputy. Lawrence Summers, 
is how far they can allow the yen 
to slide before China devalues. 

Jiang Zemin, Chinese presi- 
dent, repeated yesterday that Ik 
was determined to avoid devalua- 
tion. However, the implicit threat 
that China might “go” gives the 
country a new diplomatic influ- 
ence in its dealings with the US 
and Japan. But the main respon- 
sibility for what happens next 
lies with Japan. 


100 years ago 

A Scandalous Fraud 
A most salutary effect ought to 
be produced in the bye- ways 
of the City of London by the 
sentences on the Lupton 
gang. After a trial that 
occupied for a whole week toe 
time of a judge, fifteen 
counsel, twelve jurymen and 
about fifty exasperated 
witnesses. K has been 
declared as proved that the 
Lydenberg Consolidated Mines 
Limited was a fraud from start 
to finish - a conclusion that 
hardly seemed to require so 
much demonstration. As the 
result, Lupton himself, who 
was the arch-conspirator, gets 1 
five years' penal servitude. The 
company's solicitor and 
another director were each i 
sentenced to a year's hard 
labour. The sentences were 
really foregone conclusions in I 
view of the notorious facts of I 
the case about this so-called 
mining company, which issued 
no prospectus and appears to 
have ousted merely In the 
imagination of Louis Simons 
Lupton, the vendor of the 
shares. But he was not the 
only man who took advantage 
of the Kaffir boom to create 
fictitious mines in the 
Transvaal, and It would not be 
difficult to name other 
promoters who ought to be 
doing five years. 
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Banking on the rouble 


These are tense times for Russia's banks, 
following Fitch IBCA’s downgrades to 10 
on Friday. Some smaller ones have 
already gone under. Unhedged exposure 
to currency forward contracts and foreign 
borrowing means the rest would probably 
follow sharply if the rouble devalues. But 
even if the rouble holds, fraying nerves 
could still trigger withdrawal of interbank 
credits and foreign funding from the 
weaker-] ooking financial industrial 
groups, Russia's version of the Korean 
chaeboL 

On the bright side, one advantage of 
Russia's undeveloped banking system, if 
it collapses, is its limited role in the real 
economy. Mast banks are still basically 
speculative trading houses, rather than 
western-style universal hanks offering foil 
retail and corporate banking services. 
Only a handful have attracted significant 
household deposits. Without capital, 
credit skills and collateral for loans (even 
if anyone could afford them given usuri- 
ous real interest rates), it is no surprise 
that the banks have foiled to provide 
long-term investment for the economy. 

With two-thirds of retail savings held 
abroad or under the mattress, the average 
Russian now has relatively little at stake 
hi the hanking system. Since 75 per cent 
of the remainder is held with state-owned 
Sberbank, which benefits from a unique 
deposit guarantee, retail investors are 
unlikely to ran first How long interbank 
credit and foreign funding can be main- 
tained is another matter. 

Saab 

Saab's turnaround seems to be always 
just around the next comer. General 
Motors, which manages the Swedish car- 
maker It owns jointly with Investor, must 
be getting impatient. Saab last showed a 
quarterly profit in 1995. And a higher than 
expected first-half loss - nearly Skrlbn 
(gi 26 m) from SkriOOm a year ago - makes 
a target of being profitable in the last 
quarter of 1996 and throughout 1999 look a 
stretch. 

With the best years of this economic 
cycle squandered, ensuring decent r e t urns 
on heavy investments in a less favourable 
consumer environment will be hard. No 
repetition of the Danish strike that slowed 
production of its sporty new models will 
help. But more must he made of links 
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with GM to improve Saab’s purchasing 
and production costs. As a low-volume 
producer with all the marketing costs of 
its larger competitors. It must exploit 
available synergies while not compromis- 
ing the distinctiveness of its own brand. 

GM may be preoccupied with its own 
domestic problems - notably low produc- 
tivity, too many competing brands and 
declining market share - to focus on its 
interest in Saab. However, it has already 
shown with Opel in Germany that it can 
take the necessary tough steps to produce 
competitive European cars. Since Investor 
is likely to exercise its right to sell GM its 
50 per cent holding next year, the cost of 
neglecting Saab’s problems will only 
mount. 

UK profits and cashflow 

The squeeze is on. This results season 
has been peppered with cautionary state- 
ments. Not only have profits started to 
fall as a percentage of GDP, but compa- 
nies are sliding more deeply info a cash- 
flow deficit 

Should the alarm bells be ringing? Not 
yet Both profits and balance sheets are 
being whittled down from positions of 
strength. And interest cover of 6-7 times 
has been comfortably above the historic 
average of five. It Is helpful that interest 
rates look set to fall. 

Manag ements win no doubt act to Hwtt 
the damage to profits by cutting costs, 
and to cashflow by desto cking and curb- 
ing capital spending. The dang er lies in 
the knock-on effects if this brake on 


demand stays on for long. But will corpo- 
rate belt-tightening threaten the swelling 
tide of share buybacks? Probably not, 
because tax changes from next April will 
remove a final barrier. Two typical buy* 
back scenarios remain; passing on. t he 
proceeds of refocusing - witness BTR - 
and plump balance sheets in financial ser- 
vices - Royal & Sun Alliance, for 

On top of this, other managements 
might follow GEC in announcing a buy- 
back alongside a dividend cut. Such “flexi- 
bility'’ would make it easier for a com- 
pany to skip part of its distribution for 
1999 if the current Bl owdown does turn 
into something worse. Now that really 
would test the theory that dividends have 
lost their iww 

UK property 

The bears have sunk their daws into 
the UK property sector, causing it to 
underperform the market by 25 per cent 
in the past six But the worst 

should now be over. 

Valuations may have been stretched in 
January when premia to net asset values 
Implied gr o w th in 1996 c apital values of 
between 10 and 20 per cent. The growth 
rate for 1998 will probably be about B per 
cent and half that for 1999. But tits larger 
companies now trade on discounts to 
NAV of between 15 and 20 per cent This 
partly reflects fears that the economic 
downturn will hold back rental growth. 
Companies exposed to secondary retail 
locations and Industrial property could 
stay oat at favour. 

But in London, a tigh t Tn aTto> *' should 
keep rents growing in the high single dig- 
its, b enefiting the iflrp* of B ritish T-and . 
Land Securities and MEPC. 

Furthermore, the sector is in much bet- 
ter shape than a decad e ago. f/mipan y 
balance sheets, are not overloaded with 
debt, and banks have held back from 
funding speculative development Prop- 
erty yields are also still higher than gflt 
yields; as the sector is not experiencing 
falling rents the gap in yields should pro- 
vide a floor under current share prices, 
even if it is not itself sufficient to spark a 
rerating of the sector. For this to happen, 
the sector may need more reassuring 
news on the macro-economic front for 
shares to come off their lows. 
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of ‘grey’ car import limits 

UK restrictions unfair to consumers, say independent traders 


By John ftt«» jjtUptfaa 

Independent motor traders involved 
in controversial “unofflciaT car 
imparts to the UK have applied at 
the High Court for judicial review of 
UK government rules restricting 
their a cti v i ties. 

European Commission officials 
also believe the UK rules contravene 
the Treaty of Rome and are expected 
to urge the Commission to force the 
UK to reacted them later this year. 

The mobs' traders imp a rt about 
SOJJOO can a year - mainly from 
Japan - at prices up to one-third 
rhwipwr rtwn "WBcM* dealers. 

Independent traders handling the 
impor ts ffann the UK government's 
restrictions unfairly protect the 
interests of official importers and 
manufacturers, at the expense of UK 
consumers who, they claim, are 
being “grossly overcharged" for cars. 
. Car companies such as Toyota, 
MercedefrBenz and Mitsubishi have 
fiercely attacked the imports. They 
claim some cars might not meet 
European safety or emissions regula- 


flop* hut primarily foar the uhdfir- 
mlning of their own profitability. .=• 

Mercedes-Benz dealers bavrbeen ; 
told to report to the manufacturer 
all “grey" cars brought to for son 
vice. Subaru importer International^ 
Motors has sacked dealers tempted, 
to sell "grey" cars alongside, tnMr 
“uffidal” allocations, and Mitsubishi 
Motors has ordered Its dealers to 
raise prices sharply of parts and ser- 
vice to “grey" car owners. 

The 70-member British Indepen- 
dent Motor Traders Association Mid- 
st tiw weekend it had the backing of 
industry officials at the Commission 
for its imparts. 

The association said tfaatDGB offi- 
cials - the industry directorate at 
the Commission - told it, the rules, 
were in breach of Article 30 of the 
Treaty of Rome requiring free mov* 
meat of goods within the EU. 

Officials of both. DGS and DG15, 
the . directorate charged with the 
enforcement of EU regula t io ns , are 
expected to ask the Commission to 
issue a directive ordering the UK 
government to rescind them as early 


sa septanoStir. Btibtti said U expected 
to team the tinfitag of Us judicial 
revtewb«^lhthBi»zifew(tayi. 
Richard Mdqfte, a Bhnte official, arid: 
“Wo ham datidad to use all the 
w ea p o n s available to us to secure an 
gagjje ngo of position-by. the guv* 

The independent motor trader* 
spotted. & loophole in the stogie 
vtibicle type approval regulation* 
introduced by toft UK depsrtmsnt uf 

fcani&tt fa 1898 : flat weoM aBow 
tifamto iteport cjo* bought cheaply 
in japan .^nd cottdtties outside 
However, to. response tojao- 
teste trtsn **offid«r importers, 
the gsWfcfant dsp I mpo se d a con- 
(fitiem that limited to fiCr can a year 
the maxfrnto tt 
model ffepcti&r tetter sva. 

Last year the Labour government 
indicated ft would lift ail quantitive 
restrictions on SVA in amended reg- 
ulations on May. I tide year. But, 
under proaour* front carmakers. In 
the wtofca finmidlatMy preceding 
May t it decided to keep the 50 Emit 

in place. - 


In London 


A leading management co nsul ta n cy 
has warned investors to check for 
hidden charges in the "expensive 
and antiquated" asset management 
services in much of continental 
Europe. 

Towers Pectin carried out research 
into fees far institutional asset man- 
agement in Switzerland. Belgium, 
Germany and the Netherlands.. It 
found a lade of transparency and 
wide variations between declared 
fees and those actually charged. 

Olaf John, tire consultant behind 
the report, said institutional inves- 
tors who were “not so educated or 
aware about types of fees" were fail- 
ing to account for high charges for 
services like buying and . selling 


“Even where active management 
fees may appear low, it is not 
because they are low but probably 
because the investor is not seeing all 

the fees,” he satiL 
Only the largest, more interna- 


tional investors have shown evi- 
dence of being able to negotiate 
lower total fees. . _ 

The report is particularly critical 
of the ebarging system in Germany 
lor Mriing management , transaction 
and safekeeping costs, fi blames toe 
fact that universal banks, which 
dominate the investment manage- 
ment sector, do not separate the bust : 
of different services. The rdpfat aba 
claims that German asset m anajg rfk 
have reduced toe visible fees in 
order to ward off co mpeti tion white 
maintaining high hi dden charg e*. 

In some instances, clients tofafc 
they are paying less than 20 bards 
points for management services but 
eventually pay more than 160 basis 
points a year, mainly because of 
hi g h commissio n charges. 

The report also points out the 
potential conflict of interest when 
most of the Investment managers 
are subsidiaries of the hawira that 
provide toe transaction sendees. 

Mr John also blames a lack of 
competition and transparency for 


high charges in fiwifaeriand and Bet 
glum. He behevas the ability oftra- 
dttionail aaeet mabagera to continue 
to use hidden charges, will dtaftitsh 
with the advent qf mote competition 
from overawa fond, management 
compantw. . 

In particular, he believes the 
growth of tfobal custodians, which 
grpaegs tgygyftneaEs, will lead to 

and 

. W inii\r4« top openness. 

. Only tor Nstbartands, which has a 
larger podLof 1 pension fond assets 
then;, elsewhere to, continental 
Europe, atom Close to the levels of 
transparency of fond management 
charges In the US and UK. 

- The report, which used figures 
from 90 i n vest men t managers and 
int er views with clients, found that 
the Dutch managers offered more 
campetitive prices than their Swiss 
or Belgian counterparts once all hid- 
den ousts were included. 

Capias oj Acton fatoWn l manage- 
mint charges surptg.are a vaUabls 
from 0171 379 4411 
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Europe today 

Finland and northern parts at 
Sweden and Norway wB have 
scattered showers and spate of 
swshina. Baewhere in 
Scandinavia It will be makly dry, 
although it wB be doudy along 
western c o a sts of Norway. The 
Low Countries, Germany, Austria, 
Switz e rland and France wifl start 
foggy, clearing to a fine, sunny 
day. There wfl be thundery 
showers in southern Italy, but 
elsewhere fc> the Medtanane a n 
and the Balkans ft win be dry and 

mostly sunny. 

Five-day forecast 

The hot spell In northern Europe 
wfli end esrty fn the week. Rain 
w9 move acmes southern parte of 
the UK and then southwards 
across western Europe, bringing 
cooler weather. Scandinavia 
win become showery. The 
Merftterraneen wffl remain hat 
and sunny. 
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Chase wins euro clearing contract 






Ch^e Manhattan Bank has won a “substantiaT 
P™* 8 * Moi ^ an ' *» U8 investment 

bank, to handle clearing for ail deaEng in the 

ptemied euro currency. Global banks are 
ffreamfirung their clearing systems before the 
witroouctton of the single European currency 
■ext January. Page 15 



Bank props up Canadian dollar 

At tiw end of last week 
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the Canadians inter- 
vened In the market at 
afl levels to buy their 
ailing currency, whose 
slide has been long 
rather than steep. 
Recently the Canadian 
dollar has hit a post- 
1858 kw almost every 
day. The central bank 
is now the main buyer 
in the mvket. so trad- 
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as win simply have to calculate if it wifl buy 
more than they can seO. Currencies, Page 20 

Project financiers hit by Asia 

The Asian crisis has presented project financiers 
frith collapsing currencies and economic growth 
rates throughout most of the region, sending 
the value of Infrastructure projects plummeting. 
The denouement Is going to be painful for the 

banking sector. Project Finance, Page 1* 

Siemens shake-up raises new ideas 

The decision last week 
by Siemens, the Ger- 
man electrical engi- 
neering empire, to 
dose its computer chip 
plant in the north-east 
of England, was only 
one part of a wider 
overhaul that analysts 
now expect at Sie- 
mens. The 10-point 
I restructuring pro- 
gramme outlined last 
month by Heinrich von Pierer (I eft), chairman, 
raised ideas that would have been unheard of a 
tew months ago. Market Movers, Page 15 



Mexican election woes worry traders 

investors in Mexico are focused on a future In 
which Mexico’s economy and that of the US 
colossus to Its north are expected to decelerate 
and where political wrangles may disrupt the 
run-up to presidential elections in 2000 - rather 
than on a robust set of interim corporate 
results. Emergmg Markets, Page 16 


Postabank promises; finance probe 

Shareholders of Postabank, Hungary's troubled 
bank, hare beenTpromised'ty -Kb new manage- 
ment that an investigation Into its finances will 
be a top priority. Page 15 .. 


Results to shed light on sectors 

Several Footsie companies, such as British Air- 
ways and Grange, aresetto post results this 
week that should throw fight on conditions In 
their sectors. Sterling's strength and the Asian 
woes that have hit recent UK companies’ data 
wifi still figure. Companies Diary, Page 18 . 
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GOLDMAN SACHS TO VOTE ON IPO 

partners at Goldman Sachs, the US Investment 
bank, are today expected to vote at a monthly . 
ifieeting on whether ’to sell between 10 and 15 
per cent of the group in an Initial public offering. 

BREAKAWAY ISLAND 

Residents of Nevis, the Caribbean island, today 

vote on whether to leave the St Wtts-Nevto ■ 

federation and become the world’s smallest 

hation, vrith 10,000 people. 

feRAFAT M CAPE TOWN 

Palestinian president Yasar Arafat begins a visit 

to South Africa tomorrow. - 

tJK INFLATION OUTLOOK 

She Bank of England's official outlook for 

inflation is pubfched on Wednesday In its 
quarterly Inflation Report 
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UBS cools on Japanese alliance 


By GtiBaoTettta Tokyo 


The future or the first 
comprehensive ‘alliance 
between a Japanese and a 
western bank is loakhig uncer- 
tain. United Rank cf Switzer- 
land has removed any refer- 
ence to Long Term Credit 
Bank from the brand name of 
rts joint venture with the Japa- 
nese hank and is considering 
buying the 50 per cent of the 
joint venture that ft does not 
own. 

The Swiss bank has told clT - 
ents in recent days that the 
investment bank joint venture 
will now be called by its global 
brand name erf WartargDUkm 
Read, instead of LTCB War- 
burg- The asset mH Ti»ipn’Mmt 


LTCB removed from brand names of joint ventures 


joint venture will be called 
UBS Brinson Asset Manage- 
ment instead of LTCB UBS 
Brinson. UBS insists that the 
move , "does sot change the 
structure" of the joint venture 
or “reflect any diminution in 
LTCB’s commitment to the 
alliance". 

However, the switch will 
fuel suspicions that the alli- 
ance could unravel, following 

an w m<miini»mMit in June that 

LTCB is discussing a merger 
with Sumirnmo Trust. 

Although UBS and LTCB 
have not revealed details of 
tiie joint venture contract, the 
Swiss bank Is understood to 


have the option of purchasing 
the stake if LTCB goes ahead 
with its merger with Sumi- 
tomo Trust 

The UBS management Is 
reluctant to make any immedi- 
ate decision on the alliance, 
partly because it does not wish 

to trigger possible cri Herein in 
Japan that it has hastily 
“abandoned" the troubled 
LTCB. 

In addition, the future of 
Sumitomo Trust's possible 
merger with LTCB will not 
become c le ar until the Finan- 
cial Supervisory Agency, 
Japan’s banking regulator, 
completes an audit of LTCB, 


expected later this summer. 

Meanwhile, UBS is holding 
discussions with Sumitomo 
Trust. However. Sumitomo 
Trust appears uncertain on 
whether it would wish to take 
part in the alliance and UBS 
remains wary of becoming too 

deeply embroiled in the Sumi- 
tomo “keiretsu”, or business 
group. 

Hie fate of the troubled 
LTCB group is now being 
viewed as a crucial test case 
far the reform of Japan's hank- 
ing sector - failure to find a 
solution to LTCB's problems 
could damage market confi- 
dence. LTCB's share price 


Closed at Y49 last week. Y1 
below its par value. 

The case has become partic- 
ularly striking because Sumi- 
tomo Trust has insisted that it 
will only assume the healthy 
assets of LTCB and will ncft 
“hail out" the group. 

The Japanese government 
argues that the FSA inspection 
should reassure Sumitomo 
Trust about the health of the 
group. 

However. Sumitomo Trust 
has also decided tu hire Arthur 
Andersen, the UK acco untancy 
group, tn audit LTCB's assets. 
If these audits differ, or if they 
are concealed from the market, 
the credibility of the PSA 
could be undermined, some 
bankers want. 


Boost in 
M&A for 


emerging 

markets 


By Eratko tmaw 
bi London 


INSURANCE, TELECOMS AND TRANSPORT AT RISK 


Survey identifies 
sectors set to be 


disrupted by euro 


By ftictan! Adam in London 


Insurance, telecommunica- 
tions and transport companies 
are most at risk of disruption 
from the introduction, of Euro- 
pean economic and monetary 
union, according to the first 
report to examine individual 
market sectors. 

The three sectors are the 
most likely to suffer a . “signifi- 
cant impact" from the start of 
the single currency, the euro, 
in January next year. 

Breweries, pubs and hotels 
are thought to be least at. risk 
front the Intr oduction of the 
single currency. 

The report’s authors, KFMG 
Management Consulting in 
London, say the euro will 
throw up “winners and losers" 
among European i b usiness 
sectors. 

“This -analysis is fowagflpn an- 
assessment of each ' sector 
against five key issues which 
firms face' as they cope with 
the introduction of the euro,” 
■the report states. 

■ The unpublished report 
judges each industry sector by 
vulnerability on Jive issues: 
systems impact, price trans- 
parency, readiness, Industry 
structure and post-Enin stabil- 
ity pact. It ranked the insur- 
ance, telecommunications and 
transport sectors as highly vul- 
nerable in four out of the five 


areas. • 

Martin, a. senior econo- 
mist at KPMG, said: “Vulnera- 
bility measures the sectors 


that will go through signifi- 
cant change, but it doesn't 
mean that individual compa- 
nies will do badly." 

Banking, utilities and phar- 
maceutical companies were 
aten in the "high risk” cate- 
gory. The KFMG survey rated 
the banking sector as signifi- 
cantly vulnerable in terms of 
industry structure, systems 

anil 

Tn some sectors, such as 
hanking and retail the chat 
lenges of preparing systems 
are proving extremely costly 

and Hmg ^K yMaiming 1 

“Indeed, our experience is 
that many financial sector- 
organisations will fail to be 
fully ready to trade in euros 
from 1999 and many more will 
struggle as the demand for 
euro usage grows,” the. report 
says. . 

- Ms Martin said that- retail 
banking’s IT needs were so 
large that some banks were 
. being “buried up to their ears" 
in system changes. 

The size of projects and the 
resources they required meant 
many hanks were not able to 
consider the wider marketing 
possibilities of Emu. 

Utilities, such as gas and 
electricity companies, were 
vulnerable to disruption from 
billing and sys tem s - change*?. 
The effects of the Maastricht 
treaty and the stability pact - 
reducing state subsidies and 
encouraging privatisation - 
will also encourage further 
consolidation in the sectors. 



Sob’s first-half loams rose sharply after production stoppages at the Swedish grot**, half-owned by General 
Motors, and higher costa far the US launch of its B-5 model (above). Page 16: Lex. Face 12 Picture: AP/Saab 


BOC to cut 3,800 jobs as strong 
pound and Asia hurt UK industry 


By Jane Maitfeson ia London 


BOC, the industrial gases 
group, is expected to announce 
up to 3 BOO job cuts around the 
world tomorrow following a 
cost-cutting review. 

The announcement will 
come as further evidence of 
the ton the Asian crisis and a 
strong pound have taken on 
British industry. 

BOCs derision to cut up to 
10 per cent of its 38,000«trong 
workforce comes less than a 
month after Rover, the car 
group, announced plans to cut 
at least L50Q jobs in the UK, or 
about 4 per cent of its work- 
force. Rover blamed the strong 
pound for its problems, while 
Siemens, the German electron- 
ics giant, blamed the Asian cri- 


sis for its recent decision to 
shut down its semiconductor 
plant in the north of England 
at a cost of l JOO jobs. 

Danny Rosenkranz, BOC 
chief executive, launched the 
review of the company in May 
after weak demand in Asia, 
problems with the company’s 
distribution business and the 
strong pound led to a 17 per 
cent drop in interim pre-tax 
profits. 

The worst performing divi- 
sions were vacuum technol- 
ogy, which supplies the semi- 
conductor business and 
reported a 15 per cent drop in 
operating profits, and distribu- 
tion services, which fell 19 per 
cent Weakness in the semi- 
conductor industry, which is 
supplied by BOC. has 


increased the company’s prob- 
lems. 

Analysts estimate about 
1,000 of the job losses will 
come from the UK. They also 
expect BOC to announce a sig- 
nificant restructuring charge 
at its third quarter results pre- 
sentation tomorrow. 

BT Alex Brown, the compa- 
ny's broker, forecast a charge 
of about £130m ($214m) to 
cover the restructuring in a 
report written two weeks ago 
It expects the group to write 
down “significant assets". 

The broker also estimated 
the charge could lead to 
savings of between £50m and 
£60m over the next three 
years. Others expect BOC to 
want greater savings as part of 
a large-scale reorganisation. 


Sharp falls in corporate 
valuations and large-scale 
deregulation, following eco- 
nomic reforms led by the Inter- 
national Monetary Fund, 
boosted merger ami acquisi- 
tion activity In emerging mar- 
kets during the first half. 

The numlier of deals worth 
mure than $50m totalled 119 in 
the first six months of this 
year. This was up sharply from 
the 72 deals recorded in the 
same pern Hi List year and the 
88 deals recorded in the second 
half, according to Robert Flem- 
ing. die UK Investment bank. 
The total value, however, 
remained flat at £<4hn, 
because of sharp Tails in 
emerging market currencies. 

Purchases by corporate 
groups from developed coun- 
tries accounted for 85 per cent 
or total transacliuns. Buoyant 
M&A activity in developing 
countries » expected to con- 
tinue throughout the year. 

The strong interest tn 
emerging market assets among 
corporate investors contrasts 
starkly with attitudes of west- 
ern portfolio managers and 
retail investors, who continue 
to shun emerging market equi- 
ties. “There is a strong sense 
of risk among multinationals 
that they may lose the oppor- 
tunity to invest if they miss 
this chance." says Laurence 
Heyworth, director of Flem- 
ing's global emerging markets 
division. 

Latin American corporations 
were the most favoured targets 
in the fust half, with 46 deals 
worth $l6bn. Asia followed 
with 45 deals worth $11 bn, 
while eastern Europe, the Mid- 
dle East and Africa accounted 
for 28 deals worth $3bn. 

By sector, financial institu- 
tions led the cross-border 
deals, totalling $7.5bn. Tele- 
communications, and airlines 
and airports followed, both 
totalling $5.4bn, while utilities 
totalled $2.9bn. 

In Asia. South Korea and 
Thailand attracted the most 
bidding from international cor- 
porations. South Korea saw 15 
deals worth $5.4bn. while deals 
in Thailand totalled 15 worth 
$2J2btL 

In Latin America, Argentina 
was the most popular, with 
total deals amounting to 
$7J2bn, while in Brazil there 
were 15 deals totalling $5.2bn. 

In Asia, US companies 
invested a total of $3.1bn, 
while in L^tin America they 
spent $1.9bn. 
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Fears beneath the froth 


With global equities 
considerably below their peaks 
and a battalion of stock 

market bears re-emerging from 
the woods, spare a thought for 
venture capitalists^ 

This merry band has been a 
steady producer of toe froth on 
the surface of the latter stages 
of the bull market, and it must 
now contain a number of 
nervous participants. 

The venture capita] industry 
until recently was In a 
delightfully virtuous rirdte. 
Institutional investors, . 
nervous about stock market - 
valuations, we pumping 7 .. 
surplus cash into alternative 
investments offering- 
potentially higher returns..: ■ 
Venture capitalists have been 
prime recipients. 
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Some of this money has been 
channelled back into the stock 
market through buyouts of 

listed companies or scraps of 
listed congkaaerates such as 
.the. UK’s BTR. 

: And this In turn fuelled the 
fed-good factor in equities, 
generating more' cash far" ■. 
venture capital ftmds. CVC 
Capital Partners recently- 
raised a SSbn European fond, 
ind this pales by comparison / 
with the US, where an 
estimated $23bn was raised in' 
the second quarter of 199BL . 

With the benefit of gearing, 
which has bedi aided by the 
return, of the junk bond, this 
provides enormous firepower. ; 

But venture capitalists 
-require fund inv es t o rs, .lenders 
happy to provide the required 
leverage, anda convenient 
means of -exiting investments. 

These afi require a positive 
stock market environment 


And there is now talk of anew 
transatlantic blockbuster. 
Goldilocks The Revenge, 
where the markets’ heroine ta 
finally burnt out by the 
economic boom. 


So what happens if the bull 
market has stalled? Certainly, 
that is bad news for venture 
capital funds that have just 
spent all their money. 

It has became increasingly 
difficult to see how they could 
make profitable exits from 
recent investments. 
Competition has emerged from 
growing numbers of venture 
capital groups, and also 'from 
the soiled principal finance 
a nna of investment hanks, 
prices have escalated. 

UK packaging group Rexam 
recently complained it could 
not justify acquisitions at . 
current prices - a veiled 
criticism of the prices venture 
capitalists have paid for 
pa ckag in g deals. 

Of course, venture 
capitalists ram g par up to 
levels that listed companies 
would blanch at. giving them a' 
Iowa: cost of capital - equity 
investors require returns - - 
considerably higher than the 
current cost of debt- This 
means they can pay more for 
businesses and riUI meet high 
equity return targets. 

- Nonetheless, they stiD have 
to sell their in v est m ents at 
some stage. .The Resams of 
this .werid will be unwilling to 
buy the businesses second 
time argund. And if .the hnit 
market goes into reverse then 
profitable stock market exits 
will be bard to come by- ' 

Biff before shedding tears for 
venture capitalists the 


structure of the industry 
should be considered. One 
innovation from the US is the 
payment of fat fees on funds, 
whether invested or not 

And then there Is the whole 
of “morel hazard**. If a 
deal is successful, the fund 
managers take a large slice of 
the profits - normally 2Q po- 
cant, sometimes more. 

If the deal is a disaster, 
however, the fond, and not the 
fond manager, takes the loss. 
Such a structure looks 
designed to encourage risks. 
After alL a bull market win 
cover up most bad 
investments, and accounting 
policies can cover some more. 
Moreover, much of the 
hni BHtinwit rink actually falls 

into the laps of the debt 
holders, such as junk bond 
investors. 

Several disasters will 
damage the venture capital 
fond manager’s reputation and 
inhibit its fundraising 
abilities, but that is a limited 
downside. For many venture 
capital groups, however, a 
stock market crash might even 
be a blessing in disguise. A 
crash win flush out the less . 
committed or skilled 
participants and bring down 
business valuations, allowing 
a more profitable investment 
cycle to emerge. 

After the 19S7 crash, 
leveraged funds had several 
years of mediocre 
performance. But the best 
investment groups continued 
to m«ve good returns. Even if 
the.latest decline in the stock 
market Is but a hiccup, that 
pattern must Inevitably 
re-emerge. 
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BANKING RETURNS TO SHAREHOLDERS OF THE ACQUIRING BANK UNDERPERFORMED IN 60 PER CENT OF DEALS 


Bank mergers fail to deliver investor 


By Georga Graham, 
Banking Edrtnr 


Merger activity among 
European banks has acceler- 
ated in the last 18 months, 
yet mast mergers io the sec- 
tor have failed to deliver 
value to their investors, 
according to a study by 
Mit chell Madison, the man- 
agement consultancy. 

Bank mergers and acquisi- 
tions totalled more than 
£40bn in 1997 and have 
reached £25bn so far this 
year. But the study found 


that, over the last decade, 
returns to shareholders of 
the acquiring bank had 
underperformed the rest of 
the sector in 60 per cent of 
deals, sometimes by as much 
as 17 per cent 

‘'Bank management has 
not been successful in the 
majority of cases in extract- 
ing value from mergers. 
Thgt is not to say that the 
value is not there in the first 
place”, said Constantine 
Psaitis, a partner at Mitchell 
Madison. 

Mr Psaitis also warned 


that mergers aimed at cap- 
turing a dominant market 
position would not work in 
Europe, as a result of the 
introduction of the single 
currency- “The biggest bank 
ip Europe has a European 
level market share of about 3 
per cent In order to get to 
the kind of scale that might 
give them market power 
they would have to merge 
several times over.” 

A broader study of 25i 
companies conducted by 
Andersen Consulting found 
that below par shareholder 


returns were widespread in 
the financial sector, even 
among companies which did 
not merge. 

More than 40 per cent of 
financial groups failed to 
match their local market 
average for shareholder 
returns, including dividends 
as well as share price appre- 
ciation. Despite steady 
growth in revenues over the 
last ten years, pr ofi t s growth 
has diverged widely. 

US groups averaged 21 per 
cent per annum and UK 
companies 16 per cent, but 


Spain and Italy came in at 
just 9 per cent annual 
growth, while France and 
Japan saw profits shrink. 

Andersen found the gap 
between winners and k*ers 
was widening; with a small, 
elite - dominated by compa- 
nies in the US, the UK and 
Australia - delivering value 
to shareholders. 

The recipes for success 
varied. ’Optmrisers’ such s 
Barclays in the UK or Citi- 
bank in the US squeezed 
nMorfmnm profits from more 
or less flat revenues by elim- 


inating unprofitable prod- 
ucts ami reducing costs. 
‘ Consolidators ‘ such as 
Lloyds TSB or Travelers 
Gronp, the US Insurer seek- 
ing to. nrargg with Citibank, 
‘bought’_jyowth .through 
mcrg as and sought to pay 
for ftwfth cost savings. . 

A few innovators, such as 
Charles Schwab in the US or 
Bancs Fteesnm in Italy, 
"were able to Identify new 
trends in customer habits or 
market mnAMmng and gen- 
erate high revenue growth 
from them. 


MTL sale runs Bonds have more fun as banks rock’n’roll 


into difficulties 


Alice Rawsthom and Jeremy Grant on moves to get investors to gamble on rock 


over high price 


A 5 the composers of clas- 
sic songs such as Baby 
Love and This CM Heart 
Of Mine, Holland Dozier Hol- 
land are rated among the 
world's most successful 
songwriters, and last week 
they put a price tag on their 
achievements by staging a 
$30m (£18. lm) bond issue. 

The Holland Dozier Hol- 
land issue, which will be 
repaid by the royalties gen- 
erated by 300 of their songs 
over 16 years, follows last 
autumn's $5Sm "Bowie 
bond", with which David 
Bowie became the first pop 
star to persuade investors to 
gamble on his talent. 

Banks are trying to per- 
suade other musicians, com- 
posers and record producers 

tO launch shnilnr issues. In 
the short term, they see 
“royalty bonds” as lucrative 
new products at a time 
investors are looking for 
alternatives to low-yielding 
Treasury bonds, and some 
hanks also have the longer 
term aim of usurping record 
labels and music publishers 
as regular sources of funding 
for rock stars and songwri- 
ters. 

Royalty bonds also offer 
tax advantages to stars, who 
receive the cash upfront but 
are not taxed on it until they 
have earned the royalties. 
However, some artists are 
-worried about tarnishing 
their images by being seen 
to court the financial mar- 
kets. 

If the banks succeed, the 
relationship between the 
multinational entertainmen t 
groups which dominate the 
global music market, and 
the artists or composers who 
create their assets, will 
change dramatically. The 
challenge from the hanks 
comes at a sensitive time in 
the music industry when the 
record labels’ traditional role 
as music distributors is 
already being challenged by 
the internet 

“Traditionally, record com- 
panies have acted as bankers 
by paying advances to art- 
ists against future royalties 
in r e tu rn for the rights to 
their work; in future, estab- 
lished artists wQl get their 
advances from banks and 
keep the rights for them- 
selves," said David Pullman, 
managing director of Pull- 
man Group, the US bank 
behind the Holland Dozier 
Holland issue. 

However, the banks’ 
chances of establishing roy- 
alty bonds as a durable mar- 


By Jonathan Ford 


The sale of MTL, the 
Merseyside bos company 
that has been on the market 
since February after shelv- 
ing plans for a flotation, is 
thought to have run into dif- 
ficulties because bidders are 
reluctant to meet its price 
expectations. 

The group, which is 
largely owned by its 2.500 
workers, is thought to be 
seeking about £80m (8132m) 
for its remaining operations, 
including the Merseyrail 
Electrics and Regional Rail- 
ways North East franchises. 

Last month, MTL sold its 
London bus franchise, 
regarded as the most attrac- 
tive part of the group, to 
Metroline for £41 5m. 

When MTL was put up for 
sale, most of the UK’s lead- 
ing transport operators 
expressed an interest, partly 
because it represents one of 
the last opportunities to 
rnaltA a substantial acquisi- 
tion in the sector. 

Interest has since waned 
because of doubts about the 
quality of the Merseyside 
operations. 

The flotation was aban- 
doned after a wave of one 
day strikes at Merseyrail 
Electrics over pay and work- 
ing practices. 

Stagecoach and Fir- 
stGroup, two of the UK’s 
largest transport operators, 
have withdrawn from the 
bidding in the past month. 

Stagecoach lost interest 
after acquiring a 49 per cent 
stake in Richard Branson’s 
virgin Rail at the beginning 
of July. FirstGroup with- 


drew after MTL sold its Lon- 
don operations. 

Of the two remaining bid- 
ders, Arriva, the Sunderland- 
based bus and motor group, 
recently pulled out of negoti- 
ations because it felt MTL 
was demanding too high a 
price for the business. 

Go-Ahead, the bus and 
train group, is thought still 
to be in negotiations. 

Arriva, which already has 
about 10 per cent of the bus 
market in Liverpool, was 
understood to be concerned 
that it would have to make 
substantial disposals if it 
acquired MTL, which has 60 
per cent of the market 

MTL has not ruled oat the 
possibility of reviving plans 
for a stock market flotation 
if Its price expectations are 
not met Peter Coombes, 
chairman of MTL, has said 
throughout that his objec- 
tive is to maximise value for 
the company’s shareholders. 

However, analysts believe 
the company could face diffi- 
culties in attracting inves- 
tors if it tried to revert to the 
flotation plan. 

Following the sale of its 
London operations, MTL has 
sales of about £45Gm. It oper- 
ates bus services in Liver- 
pool as well as the rail fran- 
chises. 

The company was bought 
by its employees in 1992 
from the local authority. 
Interest in a sale increased 
last December with the 
expiry of a clawback provi- 
sion in the buy-back agree- 
ment which obliged share- 
holders to hand back 40 per 
cent of the proceeds to the 
local authority. 


Braathens suffers 
25% first-half fall 


By Valeria SkBW, lo Oslo 


Braathens, Norway’s largest 
domestic airline, blamed 
weaker first half-results on 
costs in preparing for the 
opening of the country’s new 
international airport in Gar- 
demoen, a traffic controllers 
strike in Norway and a loss 
from its Swedish operations. 

Net profit fell 25 per cent 
to NKn27m, (£10. 5m) for the 
six months ended June 30 


while operating revenue rcee 
from NKr2.7bn to NKr3.1bn, 
lifted by the NK117m sale of 
four aircraft, which was off- 
set by a NKrtSm fell in reve- 
nue from a union strike in 
June. 

Profits were also affected 
by a NKr41m loss in Braa- 
thens Sweden, mainly from 
its Stockholm-Sundsvall and 
Stockholm-Oestersund 
routes, causing it to shut 
these operations in July. 



Blonds have more fiat Rod Stewart in concert . 


ket will be determined by 
their success at nurturing 
long term demand among 
investors and artists. Until 
recently, it would have 
seemed silly to imagine that 
an investment bank would 
even attempt to persuade 
Investors to gamble an a 
rock star's future. 

However, rock'n'roll is 
now a 40 year-old phenome- 
non and represented the 
balk of the $38.lbn of 
records and $6.2bn of music 
publishing rights sold world- 
wide last year. 

It is virtually impossible to 
predict the long term earn- 
ings potential of young acts, 
such as the Spice Girls, 
whose future hung in the 
balance after Geri HaUiwell's 
recent resignation, or the 
Verve, which is still strug- 
gling to adjust to the depar- 
ture of Nick McCabe, its bass 
guitarist Yet investors can 
be fairly confident that if 
David Bowie's classic 1970s 
albums and Holland Dozier 
Holland’s 1960s hits .have 
remained popular for 20 or 
30 years, they will continue 
to generate royalties from 
record sales, radio airplay. 


television co mm ercials and 
movie soundtracks. 

So far, investors have 
seemed enthusiastic about 
royalty bonds. The “Bowie 
bond” was heavily over-sub- 
scribed, and Mr Pullman 
says the Holland Dozier Hol- 
land issue was also well-re- 
ceived. . 

Jeremy Church, an analyst 
' at Duff & Phelps, the credit 
rating agency, says that, as 
more deals are done, inves- 
tors will feel increasingly 
comfortable about assessing 
the risks and future issues 
will be sewn up faster. 

Yet there is a risk that 
demand for royalty issues 
could diminish if interest 
rates rise and yields on Trea- 
sury bonds improve. Alexan- 
der Batcharov, an asset- 
backed securities analyst at 
Menffi Lynch, suspects that 
investors’ interest may 
prove short-lived. He sees 
royalty bonds as “esoteric, 
exotic” products, rather than 
“substantial or long-lasting". 

Superstar musicians and 
composers seem to share his 
misgivings. Dozens of banks 
have been trying to tempt 
than to stage bond issues. 


So far £he only one to agree, 
other than David Bowie and 
Holland Dozier Holland,, is 
Rod Stewart, the rock singer 
who secured a $15.4m secur- 
itised loan from Nomura this 
spring. Bemie Taupin,- who 
wrote the lyrics for many of 
Elton John’s hits, including 
Candle In The Wind, and 
Crxxxtc&e Rock, is also under- 
stood to considering a bond 
Issue. 

According to Mr Pullman, 
any star whose- career has 
lasted longer than n»n years 
and earns at least $200,000 in 
annual royalties could issue 
a bond or. like Rod Stewart, 
clinch a securitised loan 
which wiH later form part of 
a joint issue with other art- 
ists. ‘ 

Banks also face the prob- 
lem that the hE gfiant- ^ wminfl - . 
stare (and therefore the most 
attractive investment 
vehicles) are, by definition, 
least likely to require addi- 
tional capitaL Convincing 
them that they need even 
more money could be as big 
an obstacle to the banks’ 
chances of muscling into 
rock’n’roll as investors’ scep- 
ticism. 



E! Entertainment TV in 
talks about UK launch 


By Cathy Newman 


E! Entertainment Television, 
the Lbs Angeles-based cable 
and satellite network, Is 
talking to partners about 
launching a UK channel. 

The network, which fs 
owned by several US cable 
groups and the Walt Disney 
Company, has held t alks 
with British Sky Broadcast- 
ing, the UK satellite broad- 
caster. ' 

Although the discussions 
are said to be at an early 
stage, it is thought possible 
BSkyB could take a stake in 
a UK version of E! Entertain- 
ment 

E! broadcasts celebrity 
interviews, talk shows, 
news, movies, comedy and 
fashion programming to 50m 
cable and satellite subscrib- 
ers. The service has also 


launched in Latin America 
and Spain. 

El would need regulatory 
clearance to broadcast in the 
UK. It has also talked to 
other potential UK partners, 
which may include cable and 
digital te r restri al groups. 

BSkyB said it was keen to 
“have the finest range of 
channels as possible".- Its 
200-channel digital satellite 
service goes on air in the 
autumn. ' 

BSkyB has entered into 
several joint ventures. Jt has 
stakes in Nickelodeon, the 
children's channel 
by Viacom, the US media 
group, and QVC. the shop- 
ping channol 

El already provides pro-, 
grammes to BSkyB and 
Granada Sky Broadcasting,-, 
the joint venture between 
Granada Media Group and 


BSkyB. ft has also supplied 
programming to ITV. 

Comcast, the US cable 
group, owns 40 per cent of 
El, and Disney 39 per cent 
Two other cable operators. 
Liberty Media, the program- 
ming arm of Tele-Communi- 
cations Inc, and MediaOne, 
own the remainder. • 

. Earlier ’ thia year. E! 
announced the creation of 
Style, a fashion and design 
channel., It w31 go on air in 
the US in October. 

Company executives are 
also considering launching 
channels In Italy, Germany, 
France and Poland. 

BSkyB recently announced 
17 channels for its digital 
service. It has struck agree- 
ments with Discove ry N et- 
woriss, Flextech and UKTV - 
the joint venture between 
Flextech and the BBC. 


Call for Midshires’ meeting 


A pro-mutual pressure group 
is set to call for a special 
general meeting which it 
hopes will scupper the £75Qm 
($1.24fan) bid proposal for 
Bir mingham MidshirCS, the 
building society writes Jane 
Martinson. 

Save our Building Societ- 
ies said it would seek sup- 
port from 100 Midshires 
members - to convene the 
meeting if its proposals were 


not included in the t ransfa * 
document for the bid 
launched by Halifax, the 
UK’s biggest home loans pro- 
vider. Bob Goodall, SOB 
co-ordinator, said the threat 
of such a meeting had 
helped end the Royal Bank 
of Scotland bid for Midshires, 
earlier thfe year. 

The pressure group, which 
has 200 members who- also - 
hold membership of Mld- 


. shires, has drafted six reso- 
lutions on the bid, including 
one which rejects the demu- 
tualisation altogether. 
Another resolution calls for 
the board to “accept only the 
highest financial offer for 
the "society”. Under Halifax’s 
proposals, announced two 
weeks ago, me million Mid- 
shires members will receive 
average windfalls of about 

m . • 
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B0C 


Another week, another redundancy to Urf 
manufacturing. As If Rover's job cute 
of its Tyneside semiconductor plant ^*™J*“* 
industrial gases group BOC*s plans to toy iff. *p to 
cent of Its wgfc force will ram 

crisis and the strong pound. Again its the woMtindc- 
semiconductor industry and s terttag’s impact 
tiveness - not Gordon Brown* bugbear of porc productivity* 
_ that is immediately responsible for lengthening dole' 
queues. For BOC to hoard labour - so co n strain tag fe 
productivity - in the hope of an upturn makes IBSe racy - 
given^he gravity of the semiconductor indwtryV 

PI ?SS £50-£60m off the cost base should help erode ti»- 
company’a doubfedigtt discount to the market. From an* 
fnwx hi wirt perspective BOC deserves applause for sctkte 
others wffl follow soon enough. : , 


Racal Bectronics ; 

Racal was trying to put on a brave -foee yesterday. Sfr' 
Ernst Harrison, chairman, talked of creating .sharehokl«' 
value, but investors will not find a trace of it in the sorry 
gaga of data communications. The hefty £234m loss on the-* 
unit’s disposal Is a painful lesson to shareholders to agitate 
sooner for action on failing businesses. 

What of Racal going forward? Bulls hope the cumol 
excitement surrounding telecoms will rub off on one of 
Racal ’s businesses - a national fibre-optic network. But the 
operation rightly deserves a hefty discount to stars such *4, 
Energis and C oft. Nearly half Its turnover comes from con- 
tracts with train operators, inherited as part of the old' 
British Rail communications network, where margi n s lock 
likely to come under pressure. And Racal has yet to estab- 
lish a track record of aggressive growth in its business far* 
corporate customer services. Alliances; such as Its recent' 
one with Colt, are positive, but do not yet represent tignifK 
cant new revenue flows. - 

P utting telecoms on a moderate rating of twice sales 
suggests it might be worth £580m- But a sum-of-tbe parts' 
calculation for the group as a whole, minus debt, gives a 4 
value of mily £i.l6bn against yesterday's market value of' 
vi ihn. To produce some real shareholder value, Racal needs 
to either float or sell its telecoms unit at a good price. 


NEWS DIGEST 


LEISURE 


Fitness First makes 


move into Germany 


Fitness First, the Aim-Bsted health and fitness dub 
operator, has bought a 50 percent stake in Fitness Com- 
pany, Germany’s second largest health dub operator, and * 
injected “significant 8 additional capital at a total cost <rf 
DM28m (E9.67m). 

The deaJ marie the first move by a British fitness dub i 
company Into Germany. The acquisition Is to be financed 
In pert tv the Issue of 400,000 shares In Fitness First at .. r . 
320p and partly by a placing of 1.64m shares at 333p, 
raising £SBm net The balance win be financed by bank « 
borrowi ng s. In addition, two Fitness First directors are * 
each efispodng of 595,157 shares at the issue price. 

The vendors, who are to run Fitness Company as a joint 
venture with Fitness First, have warranted that toe German- 
group win generate profits before interest, tax, depredation' 
and amortisation of at toast DM3.4m for the year to '' 
December 31 . Mark Tinner 


REMUNERATION 


FI rewards the board 


Hilary Cropper, chief executive of R Group, received a 27 | 
per cent increase in her total remuneration package to 
£338,388 last year, according to the computer services 
group’s annual report. Her increase was part of a similar ’• 
sized rise in toe total amount paid to the 10 board mem- ’• 
bers, who received £1 -24m between them. Among the ] 
board members, Lyn Barret, commercial director, received 
an increase of 41 per cent to £187,111, and David Best, 
finance director, saw his remuneration rise 32 per cent to '* 
£209,136. Christopher Price 


FINANCIAL REPORTING 


H&C Furnishings revises accounts 


H&C Furnishings, now renamed Harveys Furnishings, has * 
revised Its accounts for the year to April 1997 falkiwihg ..} 


mw ytsu ixj npni iwjf lOHuwing _ - j 

intervention by toe Financial Reporting Review Panel - the j 
accounting watchdog. The panel disagreed wHh the com- 1 


accounting watchdog. The panel disagreed with the com- i 
pany on a point of principle in accounting for the aoquW- Vt 
tion cf Harveys Holdings - a larger unlisted c ompany, it § 

also found several instances of non-dlsdosure of data, i 
The revised accounts wore pubSshed yesterday in the '—I 
company's annual report for 1998 -complete wtth 13 ‘:t-| 
pages of corrections. The auditors were Coopers & - - f 

Lybrand. Jim Kefiy 


RETAILERS 


Electronics Boutique on track 


Bectronics Boutique, the PC software and video games 
retailer, is to open 20 more stores before Christmas. The 
group, which trades from 158 outlets, 13 of which ware 
added in the first half-year, said Its new-release schedule 
for the second half of toe year was “very strong”. It said, 
continuing strong demand for video game consoles 

ensured that traefing during toe first half of foe current 

financial year was wen ahead of the corresponding 


Firestone Diamonds in £2m listing 


Firestone Diamonds, the mining and exploration company, 
te raising £2.1 4m gross via a placing of 1.88m shares 
Aim at 114p, capitalising the company at £25.7m. DoU- 
are due to start on August 14. John East & Partners is the 
nominated adviser, and Burrough Johnstone and IA Prit- 
chard are brokers. *- 


Approaches for ailing Crabtree 


Crabtree, the can engineering group, has received a nurn- 
ber of approaches for toe business. Including one from 
The amoiBTcaroent comas with a warring - 
that second-half profits will not be better than last veert* 
as forecast in May. The group expects to mood a toss 1 
the full year compared with a pre-tax profit of £110,000 
the year to September 30 1897. Crabtree chad a slow- . 
down In orda'flowmd problems with the inetaUaHori 6T ' 
new machinery among the problems affecting, profits. 
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NEW S DIGEST 

INVESTMENT BANKING 


Chase to handle euro 
clearing for J P Morgan 

Chase Manhattan Bank has won a “substantial" contract 
troni J Morgan, the US investment bank, to hancSe 
waartng for all dealing In the ptemed euro currency. Inter- 
TOPona banka are sfraamEning their clearing systems 
anoKl -Of the Introduction of the single European curencv 
In January, 1939. 

They are switching from using separate clearing agents 
for the various European currencies in witch they deal. 
J.P. Morgan wBI use a centralised clearing hub operated 
by Chase from Frankfurt, which wffl cover euro-denomi-' 
nated securities transactions made in J.P. Morgan’s deal- 
ing rooms. 

Richard Lowry, senior vice-president for Chase Treasury 
Solutions, said it was not possible to say how much 
JP. Morgan had paid for the system, as co n tr act size 
partly depended on the eventual level of tearing patterns 
8n the eu ro. But he sad many banks intend to have stenflar 
ctearing systems before the end of next month in a bid to 
ensure the systems are installed in time. Jeremy Grant 


JAPANESE ELECTRONICS 


Casio plans Y15bn buy-back 

Gasto* the Japanese electronics group, announced plans 
for a Y15bn ($103m) share buy-back as part of an effort to 
improve shareholder equity. The move, which would 
involve 3.6 per cent of its shares, was prompted by 
requests from foreign stockholders, the company sad. 
Foreigners own stakes amounting to S3 per cent of the 
group. In May, the group said it would buy back up to 
7££m shares, 26 per cent of its issued share capital to Ht 
the return on equity. In the yea* to March, shareholder 
equity Jumped to 6.6 per cent, from 2.1 per cent a year 
earlier. Net earnings trebled to Y11.7bn last year, on sales 
up 9.8 per cent to YSIObn. Alexandra Harney, Tokyo 


NEW ZEALAND FORESTRY 


Setback for Carter Holt Harvey 

Problems in Asia were responsible for a 74 per cent drop 
in first-quarter profits at forestry group Cater Holt Harvey. 
The company, controlled by International Paper of the US, 
mate profits of NZ$12m (USSSm), down from NZ$49m a 
year earlier, on sales 8 per cent lower at NZ$694m. It said 
weaker Asian export markets were the biggest problem, 
most evident in the forest sector, where exports feB 78 per 
cent The company’s Chilean associate Copec was also 
affected by the Asian problems. Terry HaB, Wellington 


CANADIAN PUBLISHING 


All-round rise at Thomson 

Thomson, the Canadian publishing group, saw improve- 
ments In its operations across the board to produce a 67 
per cent advance in operating earnings hi ihe second 
quarter compared with the same period in 1997. Earrings 
rose to US$72m, or.12 centsa^hare, from USS43m. ■ _ 

exdixiing-a-onertirne gain of US$T:37bn,<»-US$2Ji4 per 
shoe, from the sale, of its leisure travel interests in May. 
Profits in each of Thomson’s three main divisions 
improved, led by. 14 per cent earnings growth in the finan- - 
cial aid professional publishing arm. Thomson completed 
24 separate acquisitions worth US$690m in the first half of 
the year. Edward Akfen, Toronto 

SINGAPORE MEDIA 


Restructuring at SPH 

Singapore Press Holdings (SPH), the city-state 's_ leading 
media group, has arinouncod.a complicated restructuring 
that w® enable it to overcome restrictions ron buying back 
shares. The exercise - to be completed by November, 
involves reducing the company's issued shoe capital by 
about 10 per cent and returning about S$4955m 
(US$2B4m) to shareholders. The. Asian crisis, has resulted 
in a flurry of buy-backs as companies try to minimise sell- 
ing of their shares. SPH, which publishes a dozen newspa- 
pers, will stiU have about S$1.2bn after the restructuring, 
which it said would give it ample room to "take advantage 
of opportunities that come along”. . 

Sheila McNulty, Singapore 


Probe into 
Postabank 
finances 
promised 

By fester Eddy fa Budapest 

An investigation into its 
finances will be a high prior- 
ity at Postabank. Hungary’s 
troubled bank, shareholders 
have been promised by the 
new management. 

Zsigmond Jarai, Hungar- 
ian finance minister, also 
told an extraordinary meet- 
ing an Friday that additional 
taxpayers’ money would 
luive to be injected into the 
bank to maintain its stabil- 
ity. 

Off-balance-sheet liabilities 
were disclosed far the first 
time on Friday, of about 
FtlOZbn (9470m). 

The previous manage- 
ment, replaced on Friday, 
bad exceeded legal limits 
and undertaken excessive 
risks in its toyestments,.ACr 
Jarai added. 

He did not rule out privati- 
sation of the bank in the 
long term, although it 
planned to sell . non-core 
assets and concentrate on 
i mproving services as a 
state-owned bank. Non-core - 
assets include property in 
Spain, a brokerage, property 
and media concerns and a 
wine trading company. 

The bank, Hungary's third 
largest, lost FtlSbn last year, ' 
according to an audit by 
Deloitte and Touche. How- 
ever, Deloitte's Judit Lado 
said the auditor's report did 
not reflect the real size of 
the losses. • - 

Mr Jarai said the losses 
would be tens of hHHnng of 
forints. They had been cov- 
ered by overvaluing assets. 

Local press reports have 
said KPMG - the auditor act- 
ing on behalf of the regula- 
tor that is in charge of the 
bank - is expected to reveal 
this month that the Spanish 
property portfolio was 
entered in Postabank 's 
books this year at several 
times its real value. 

Carphone 

Warehouse 

expands 

Carphone .Warehouse, the 
UK mobile telephone 
retailer, has established a 
presence in Scandinavia by 
acquiring GRAB, the Swed- 
ish telecoms chain, writes 
TTm Burt in Stockholm. 

The acquisition follows 
talks with: GRAB’S owner - 
Unisource, the joint venture 
between Telia of Sweden, 
PIT Telecom of the Nether- 
lands and Swiss PTT. 

GRAB last year ^ainwi 15 
per cent of Sweden’s market 
for mobile sales, worth 
SKr2.6bn ($325m). David 
Boss, chief executive of Car- 
phone Warehouse, said the 
UK group could exploit 
GEAB’s knowledge in Scan- 
dinavia, where mobile phone 
penetration has reached 40 
per cent, against 16 per cent 
in the UK. 
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Siemens prepares to throw the switch for change 


Restructuring plan delights investors but details are short, write Graham Bowley and Frederick Studemann 



Market 
movers 

Unlike many of Germany's 
proud business leaders, 
Heinrich von Pierer is happy 
to have his speeches inter- 
rupted by the trUUog of a 
mobile phone. *T have noth- 
ing against mobiles - as 
long as they are made by 
Siemens. “ jokes the chair- 
man of the German electri- 
cal engineering empire. 

At the moment, however, 
too few of Siemens’ busi- 
nesses are producing sweet 
music for Mr von Pierer's 
ears. Last week the increas- 
ingly parlous state of the 
company’s loss-making semi- 
conductor business was 
highlighted when the com- 
pany said it would close its 
chip plant in the northeast 
of England, with the loss of 
1,100 jobs. 

But the closure of the Brit- 
ish plant, an embarrassment 
for Siemens after less than 
two years of Operation, is 
only one part of a wider 
overhaul which analysts 
now expect at Siemens. 

Last month Mr von Pierer 


which would have been 
unheard of only a Hew 
months ago. 

He promised to sell poorly 
performing businesses and 
spin off divisions by giving 
them separate stock 
exchange listings; he hinted 
at job cuts; and he said Sie- 
mens would modernise by 
adopting more transparent 
US-style accounting prac- 
tices, leading to a listing of 
its shares on the New York 
Stock Exchange. 

This was what investors 

wanted to hear. They had 

clamoured for change at Sie- 
mens. but until Ihpq Mr von 
Piero: bad stood resolute. A 
strong defender of Standort 
Deutschland [Germany as a 
manufacturing location], he 
believed he could reconcile 
the demands of shareholders 
with those of his workers, 
and that there were impor- 
tant synergies to be gained 
from being a conglomerate 
with several different busi- 
ness activities. 

This position Is not with- 
out political support in Ger- 
many, where unemployment 
is high and there is strong 
pressure not to upset the 
economic and social order. 


gave an indication of what 
might be aro und the corner 
when he unveiled what he 
described as a sweeping 
restructuring of his vast 
industrial empire. The 
announcement came against 
a litemai backdrop of down- 
graded profit expectations 
for the company and a 
largely gloomy picture of 
Siemens’ sprawling portfolio 
of businesses. . 

At face value, the 10-point 
restructuring programme is 
revolutionary for Siemens. 
Mr van Pierer raised ideas 


-To his credit, Mr von 
Pierer had already taken 
some important steps to 
rationalise his empire. The 
industry chief, who is a dose 
friend of Germany’s chancel- 
lor. Helmut Kohl, boasts he 
has already cut Siemens 
workforce by 60.000. 

In April. Siemens-Nixdorf 
withdrew from computer 
production - where, just as 
in semiconductors, it faces 
cut-throat competition, espe- 
cially from Asia - by selling 
its activities to Acer of 
Taiwan. At the same time, it 



Heinrich von Pierer: has 
identified trouble spots 


sought to organise itself 
more clearly by bundling 
together public and private 
telephone network busi- 
nesses along with what 
remained of its computer 
activities. In June, Mr von 
Pierer sold its stake in trou- 
bled telecoms group GPT to 
GEC of the UK. 

But for most investors, 
this was not enough- To 
them it was tinkering at the 
edges, and their criticisms 
remain: Siemens bas too 
many businesses and is still 
too dependent on slow-grow- 
ing western European mar- 
kets. “Siemens needs to 
define what exactly it is.” 
said Sean Faughnan. analyst 
at J.P. Morgan in London. 

In fact, the restructuring 
programme is quite short on 
detail It gives the impres- 
sion of being rushed: bank- 
ers say Siemens had not 
planned to publish the pro- 
gramme until November, but 
rushed it out to stop its 
shares plunging after realis- 
ing how poor its latest 
results were. 

In the event. Siemens' 
shares soared 17 per cent 


Star pnta iD-IMol 
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after the announcement, hut 
analysts say the group could 
face a sharp hack lash if ii 
dot's not pm flesh on the 
bones of its ideas soon. They 
expect further details in 
November. 

“Until they do that [nuke 
firmer commitments]. I’m 
not as excited as 1 am about 
Alcatel or ABB |corup,mu-s 
that are restructuring more 
fiercely)," said Mark Davies 
Jones, analyst at Salomon 
Smith Barney in London. 

Bui for now. Siemens has 
won breathing space. Ana- 
lysts say they were pleased 
that by imblishing the pro- 
gramme. Mr von Pierer him- 
self openly identified the 
company’s trouble spots. 

Together these account for 
a third of overall sales- its 
mobile phones unit, which 
has suffered from quality 
control problems as well ns 
competition from companies 
such as Nokia and Ericsson; 
its transportation systems 
division: and its .semi-con- 
ductors unit, which is fore- 
cast to lose DMlbn i$5ttfra> 
this year and where Siemens 
is hit by undercutting from 


Asian competitors engaged 
in what Mr ran Pierer calls a 
“suicidal pricing strategy". 

As fur acquisitions or dis- 
posals, no names were men- 
tioned as possible candi- 
dates. Mr von Pierer did 
however indicate where they 
mi ght lie: a listing on the 
New York stock exchange Is 
intended to prepare the 
ground for share-based 
acquisitions or mergers. The 
Siemens chairman said 
prices for North American 
firms were currently too 

high to be conducted an a 
traditional cash basis. 

Analysts were also pleased 

by initiatives to improve the 
company's use <>f capital. At 
present. Investors take a dim 
view of the high level of 
nmiicy tied up in working 
capital, Siemens said some 
capital lied up in areas 
which do not generate added 
value, such as real estate 
holdings, would be released. 
The company hopes this will 
«ilsn reduce uperating rusts. 

The chief reason for the 
unancial markets' positive 
reaction, however, was what 
the iirogrumme might mean 
for the future. 

Though sketchy. It 
suggested a wisinic shift in 
thinking at the industrial 
concern and a new sense of 
urgency - which analysts 
suspect has a lot to iIq with 
Ih'inr-iluii'hiin Neiihdrgcr, 
Siemens' new financial chief 
who look office this year. 

With this revolutionary 
programme, Siemens has 
pointed to a radical transfor- 
mation of thi' comi*any. If 
Mr von Pierer does not 
deliver, however, he will 
have mure serious things to 
worry about than reporters' 
mobile phones. 


Internet IPOs may lift 


a disappointing 


Paper demand 
lifts Metsa-Serla 


By John Latate In New York 


The performance of Initial 
public offerings on the New 
York stock market will this 
week provide some indica- 
tion of institutional investor 
sentiment amid turbulence 
in global stock markets.-"' 

A test of sentiment will 
come from a series of offer- 
ings from internet-related 
companies, a sector that has 
recently been a star of the 
IPO -market. Three weeks 
ago BroadcasLcom became 
the most successful IPO in 
history, rising in value by 
248 per cent above its offer 
price by the close on its first 
day. 

Hie most eagerly awaited 
internet-related deal set to 
launch this week is GeoCi- 
ties. which has Goldman 
Sachs as its lead underwriter 
for a deal that could raise 
582m. The company runs one 
of the most popular web 
sites in the world offering 
community ^ pages, and 
some believe the deal could 
be one of the most successful 
in recent memory. 

“GeoCities has a tremen- 


dous amount of recognition 
among consumers." said 
Ryan Jacob, portfolio man- 
ager erf The Internet Fund, 
who argues that the compa- 
ny’s popularity could prove 
a, decisive draw to investors. 

Other internet-related 
companies on the week’s ros- 
ter include 24/7 Media, an 
internet advertising and 
marketing company that 
could raise S42m, and City- 
Search. an nriTiwp entertain- 
ment guide that could raise 
$48m. 

The issues will come on 
the heels of several sharp 
pull-backs in thp US market 
in recent weeks that 
included Tuesday’s 299-point 
plunge in the Dow Jones 
Industrial Average. Many 
IPOs, inclnding Del Monte 
Foods and others, were last 
week postponed due to grow- 
ing concern about the level 
of investor demand.. 

Furthermore, by the yard- 
stick of after-market perfor- 
mance. 1998 is shaping up to 
be a considerable disappoint- 
ment According to Securi- 
ties Data Company, the 321 
IPOs launched this year up 


1998 

to the middle of last week 
have managed to rise in 
value, on average, just 22 
per cent since their offer 
date. That compares to aver- 
age appreciations for IPOs of 
19.7 per cent last year and 
14.3 per cent for 1996. 

However, there were slight 
but growing signs of encour- 
agement from investors late 
last week. 

As the markets stabilised, 
the Russell 2,000 index of 
smaller company shares *»nri 
the technology-weighted 
Nasdaq composite led the 
leading indices in terms of 
percentage gains on Thurs- 
day and Friday, a sure sign 
that the market's recent 
bout of nervousness has 
steadied, at least for the 
moment On Friday the Rus- 
sell 2,000 closed at 415.80. 
more than 20 points below 
its level at the start of the 
year. 

So although it is too late 
far a widespread recovery of 
IPO performance, for select 
new offerings especially 
related to the internet, the 
party may not be over 
yet 


By Tub But fa Stockholm 


Metsa-Serla, Finland’s third 
largest forestry group, 
reported a sharp increase in 
first-half profits following 
rising demand for paper and 
packaging products and 
heavily reduced loan losses. 

Pre-tax ■ profits were 
FMLOBbn (5200m). up from 
FM7l6m. as sales rose from 
FM8.76bn to FMlOifon In the 
first six months of the year. 

However, Jorma Vaajoki. 
chief executive, hinted that 
the company would not 
achieve the same profit 
growth in the second half as 
prices stabilised and output 
of pulp and fine paper was 
affected by plant shutdowns. 

“The trend in the prices 
and demand for these prod- 
ucts will have a crucial 
impact on our earnings in 
the latter part of the year.” 
said Mr Vaajoki. 

He attributed the interim 
profits growth to Metsii-Ser- 
la's strategy of defending 
prices by cutting production 
in fine paper and pulp. 

“Both delivery volumes 
and sale prices for all main 
products were at a clearly 


higher level than they were 
in the corresponding period 
a year ago," he added. 

That helped uperating 
profits almost double from 
FM743m to Fill .31 bn, while 
pre-tax results were lifted by 
lower exchange losses on for- 
eign-currency loans - down 
from FMl42m to FMlSm. 

Of the group's main divi- 
sions, profits in the paper 
arm rose from FM61m to 
FM568m after prices and vol- 
umes in magazine and fine 
paper jumped sharply. 

Profits in packaging rose 
from FM326m to FM425m, 
helped by strong European 
demand for boxboard, which 
offset weak prices for corru- 
gated packaging. 

Rising prices pushed prof- 
its up in the pulp division - 
from FMl7lm to FM374m - 
although the company 
warned that the market bad 
turned down again during 
the second quarter. 

Volatile demand and pric- 
ing hit the tissue division, 
where profits fell from 
FM80m to FM68m. 

First-half earnings per 
share rose from FM1.32 to 
FM4-30. 
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Audi well on course 
for record results 


"Hwher PROJE CT HltAHCE APPETITE EVAPORATES FOR EMERGING MARigJtlSK ..;... .....; 1 ...^; 

losses at Asia crisis hits dream sector 


By eratxsn Bowtey In Frankfort 


Audi, the executive car 
subsidiary of Germany's 
Volkswagen, underlined its 
position as one of Europe’s 
fastest-growing car compa- 
nies when It reported first- 
half 1998 pre-tax profits 
increased by 64 per cent to 
DM804m (5454m). 

Hie robust growth reflects 
the inroads the company is 
making with new models 
into the world luxury car 
market. It came despite a 
drop in deliveries in both 
Japan and in Germany, its 
biggest national market. 

Franz Josef Paefgen, chair- 
man, said Audi was expected 
to past record sales and prof- 
its this year after the strong 
first half, with revenues pre- 
dicted to top DM25bn. For all 
1997 It reported record pre- 
tax profits of DMLllbn on 
sales of DM22. 4bn. 


Audi reported strongest 
growth in western Europe 
but the economic crisis in 
Asia triggered a sharp fall in 
car sales in Japan. In the 
first six months of this year, 
car deliveries in Japan fell 
15.9 per cent to 4,978. Car 
deliveries in the US 
Increased 19.9 per cent to 
20.410 cars. 

Total turnover In the first- 

half was DMl3.4bn, 27 per 
cent higher than in the same 
period last year. 

In the first half, Audi 
delivered 803,077 cars to cus- 
tomers, a rise of 10 per cent. 

Deliveries to German cus- 
tomers fell during the period 
but this decline was off-set 
by big increases in other 
European countries, such as 
France and Spain. Audi said 
the big increase in sales was 
due mainly to the popularity 
of its new A6 model range 
and of its AS model. 


As part of the VW group, 
Audi is a beneficiary of the 
innovative “platform strat- 
egy" pursued by VW chair- 
man Ferdinand Piech. which 
aimft to cut costs by building 
different models on similar 
car bases. 

However, Audi has also 
expanded .its model range, 
and late last month VW com- 
pleted the acquisition of 
Lamborghini, the Italian 
sports car company, which is 
to be brought under the con- , 
trol of the Ingolstadt- based j 
Audi- 1 

Germany’s leading car 
companies, including BMW, 
Mercedes-Benz, Porsche, as 
well as the VW group, are all 
growing strongly at present, 
boosted by competitive new 
products but also by buoy- 
ant foreign demand and 
the relative weakness of 
the D-Mark against the IS 
dollar. 


Saab in 
first half 


By Simon Davies 
Capital Marioote Editor 


By Tta Burt in Stockholm 


French airline to be sold 


By David Owen to Paris 


A fight for control of one of 
France's biggest airlines is 
in prospect following the dis- 
closure (hat Consortium de 
Re alisa tion, the state-backed 
vehicle set up to sell assets 
removed from Cr&dit Lyon- 
nais’s balance sheet, is pre- 
paring to sell AOM. 

CDR said it had appointed 
an adviser, CUnvest, to 
“explore conditions for an 
eventual sale of the capital 


of AOM with the aim of 
ensuring the company's 
development by linking it to 
another air carrier". 

Air France, British Air- 
ways, Swissair, a commer- 
cial ally of AOM, and others 
are thought likely to show 
an interest in acquiring part 
or all of the French carrier. 
BA is already an important 
force in the French market 
through Air Liberty. 

AOM, which was formed 
in 1992 through the merger 


of Mmerve and Air Outre- 
Mer, has some 2,700 employ- 
ees and 24 aircraft. In 1997 it 
achieved turnover of 
FFi3.9bo ($656m). 

Based near Paris’s Orly 
airport, ■ AOM's flights 
include routes to several 
French overseas possessions, 
as well as Sydney, Cuba and 
Sri Lanka. 

Domestically, the airline 
flies between Paris and the 
southern cities of Marseilles, 
Nice, Perpignan and Toulon. 


EMERGING MARKETS POLITICAL WRANGLING SPELLS UNCERTAINTY 


Mexican pre-election 
wobbles worry investors 


By Henry Tricks in Mexico City 


The growing pains of 
democracy are proving hard 
to stomach in the Mexican 
stock market. A ballooning 
political battle over the 
$65bn cost of Mexico's three- 
year bail-out of the banking 
system has coincided with a 
downturn in US markets to 
drive the Mexican IPC index 
to its lowest since May 1997. 

The fall, to 3,89953 points 
on Friday, has accelerated 
through the second-quarter 
earnings season, which 
kicked off when the index 
was above 4,600 points. 

However, rather than 
focus on robust corporate 
performance, investors are 
peering gingerly into a 
future, in which Mexico's 
economy and that of the US 
colossus to its north are 
expected to decelerate, and 
political wrangling thruaipne 
to disrupt the run-up to pres- 
idential elections in 2000. 

The political concerns 
have been kindled by stri- 
dent opposition to a package 
of financial reforms sent to 
congress by President 
Ernesto Zedillo in March. 

The 11 bills include 
strengthening the autonomy 
of the central bank and bank 
supervision to ensure a 
smooth economic tr ansi tion 
in 2000. All have become 
entangled in increasing 
opposition to the govern- 
ment's efforts to consolidate 
on its books the enormous 
cost of the 1995-1997 rescue 
of the hanking sector by an 
emergency deposit insurance 
fund, Fobaproa. 

The controversy marks the 
most serious attempt to date 
by opposition parties to use 
their first majority in the 
lower bouse of congress to 
thwart Mr Zedillo and 
weaken bis Institutional 
Revolutionary Party (PR1) 
before the elections. 

The FRI has ruled Mexico 
for 69 years. This week, the 
left-wing Party of the Demo- 
cratic Revolution threatens 
to issue names of PRI politi- 
cians it rf.iima have some- 
how benefited from the Fob- 
aproa bail-out, though so for 
it has come np with no evi- 
dence to back its allegations. 
It plans a national plebiscite 
on the Issue on August 30. 

“It's negative [for the mar- 
kets] without a doubt," said 


Mexican equities 
tPCfiflnarai 



James Upton, a Latin Ameri- 
can equity strategist at 
Credit Suisse First Boston in 
New York. “It gives the 
impression the government 
is somehow weakened and it 
is distracting from the fun- 
damental goings-on in the 
economy.” 

By his calculations, the 
strength in the domestic con- 
sumer market in Mexico 
increased cash-flow gener- 
ated by Mexico's 40 largest 
listed companies In the sec- 
ond quarter by 15 per cent in 
real terms. In July, con- 
sumption remained healthy. 
Cifra. Mexico's largest 
retailer, reported same-store 
sales growth of 7 per cent 
compared with July 1997. 

However, investors are 
seeing the glass as half 
empty rather than half f »n 
There is a widespread belief 
that earnings peaked in the 
second quarter, especially 
because strength in the sec- 
ond half of last year will 
make this year's numbers 
look weak by comparison. 

Inflation bas also crept up, 
raising fears of higher inter- 
est rates. The consumer 
price index in July rose 056 
per cent, just below the 
important 1 per cent level 

Whether growth has 
started to alow significantly 
in the third quarto: is a mat- 
ter of debate among econo- 
mists. Second-quarter gross 
domestic product, for which 
figures are due on August 
19, is expected to have risen 
above 45 per cent, following 
a 6.6 per cent jump in the 
first quarter. 

Weighing on the economy 
is a fall in exports, more 
than 85 per cent of which are 
directed to the US, where 
growth has stumbled. 


CROSS BORDER M&A DEALS 


BIDDER/INVESTOR 


SECTOR 


COMMENT 


TofeMnfca (Spate) 


Tetesp (Brazfl) 


Doubta <amatge 


Houston (US)/Bectrtefty 
of Caracas (Venezuela) 


EtectracaribafBacinxosiB 

(Colombia) 


Essefte (Sweden) 
NEC(Japan)/Bijfi(Fnaric*) 
Citibank (US) 

Keane (US) 

Qmncore (Ireland} 


Left (Germany) 
Packard BeB (US) 
Cortfta (Mexico) 

Icon Systems &JK) 
Paramount Foods (UK) 


Office products 


New Ban No 1 


Electronics 


NEC control 


Hfcrenlo (UK) LSS (US) 

ABoo (usycm (Greece) Post Bank (Bukjaris) 
WBfta Corroon (UK/US) BM2 (Mexico) 


Banking Si 95m 

Computer serves SSOm 

Food $4 7m 

Semiconductors $43m 

Banki ng S38m 

Insurance ®vcb rVa 


Finally complete 
Europe debut 
Recommended 
Technology buy 
PrMtisation stake 
50% stake 


Saab, the Swedish motor 

vehicle manufacturer, has 

announced sharply higher 
first-half losses following 
production stoppages and 
increased costs associated 
with the US launch of its 
flagship 9-5 model. 

The company, managed 
and 50-per cent owned by 
General Motors of the US, 
said pre-tax loses deepened 
from SKr600m to SKr978m 
($122m) in the first half of 
1998, even though sales rose 
from SKrllbn to SKrl25bn. 

s*ah nffirfaic blamed the 
Increased losses - considera- 
bly worse than analysts’ 
expectations - an the affect 
of Denmark's general strike 
in May, when .component 
shortages forced the com- 
pany to suspend production. 

Robert Hendry, chief exec- 
utive, said the industrial 
action was the main factor 
behind operating losses that 
almost doubled from 

SKr364m to SKr615m. 

“We plan to make up the 
volume lost due to the Dan- 
ish work stoppage and will 
launch our next new model 
- the 95 Wagon - in the 
autumn," he said. 

Mr Hendry also predicted 
that Saab would move into 
profit In the fourth quarter, 
although foil-year results 
would still be negative. 

The company last reported 
a quarterly profit in 1995. ; 
Since 1989. when GM bought | 
its stake from Investor, the 


Project finance was a dream 
sector for banks looking at 
ways to shift away from 
increasingly competitive 
domestic markets and 
improve margins. 

With the World Bank pre- 
dicting demand for same 
£1 ,262b n of infrastructure 
investment In Asia alone hi 
the decade to 2004 - and this 
is its low-growth scenario - 
there was unquestioning the 
demand for capital. 

' Also, given levels of eco- 
nomic growth in Asia-Pacific 
and parts of Latin America, 
concern seemed to be reced- 
ing about risks of lending to 
these countries. 

However, the Asian crisis 
has burst this bubble, pres- 
enting project financiers 
with the unpleasant combi- 
nation of collapsing curren- 
cies and economic growth 
rates throughout most of the 
region. 

This mans revenues from 
infrastructure projects foil 
with consumer demand, and 
! the value of these revenues 
I in dollar terms collapses. 
The denouement is going to 
be painful far the banking 
sector in areas from Pakis- 
tan anil Indonesia to 
and parts of Latin Amsica. 

Kevin Files, head of proj- 
ect finance at HSBC, argues: 
“Some proj e ct s are so obvi- 
ously in trouble that it is not 
conceivable that the whole 
loan could be repaid. But it 
is. too early to say whether 
overall losses to . the banks 
will be substantial." 

Moody’s has already 
warned of the high risk of 
default on four rated Indone- 


mam investment vehicle of sian project bonds with a 
the Wallenberg business value of J855m. 


According to Mr Upton, 
sales by Mexico's top export- 
ers. such as niining and steel 
companies, rose less than 3 
per cent in the second quar- 
ter, compared with the same 
period in 1997. 

Diego Bravo of AB Ase- 
sores Moneda, a financial 
research firm In Mexico, said 
the impact of the General 
Motors strike on Mexican 
autoparts manufacturers, 
though short-lived, was a 
"warning shot" of how 
dependent Mexican compa- 
nies are on US markets. 

He also warned of increas- 
ing competition from Asian 
products benefiting from 
devalued currencies. 

“Even though second- 
quarter results weren't that 
bad, those that are coming 
are going to be worse," Mr 
Bravo said. “No one is keen 
to buy." 

The economy's prospects 
are further clouded by the 
cumulative impact of three 
budget cuts that have topped . 
some $4bn off public spend- 
ing, much of It programmed 1 
for the second half of the | 
year. The cuts were sparked , 
by a slump in oil prices, 1 
which is also expected to 
constrain next year’s budget 

in addition. Banco de 
Mexico, the central bank, 
has sought to apply the 
brakes, twice tightening 
monetary policy to curb 
Inflation. 

But the darkest cloud is 
tiie US stock market which 
.sideswipes . its southern 
neighbour whenever it tum- 
bles, as it did last week. 
More than with any other 
Latin American market the 
fete of Mexico's bourse, for . 
now, lies in the perspiring 
hands of Wall Street 


empire, has accumu- 
lated losses of SKrl2bn. 

In the first half of this 
year, unit sales increased 
sharply, following the 
launch of its new 95 saloon. 

Supply shortages and dis- 
tribution problems in the 
US, where dealerships ran 
short of models and could 
not meet customer orders, 
undermined strong demand 
for the car, developed at a 
cost of SKr55bn. 

Saab confirmed it had 
resolved supply problems in 
the US. Of the estimated 
10,000 cars produced by Saab 
in July, 50 per cent were 
sent to North America. 

Overall, retail sales rose 14 
per cent to 58,077 cars in the 
first half of 1997 but Saab is 
not expected to break even j 
before it readies sales levels 
of 127,000 cars a year. Pro- 
duction this year is expected 
to reach 120500 units. 

In its international mar- 
kets, Saab saw strongest 
sales growth in France and 
Spain, of 56 per cent and 72 
per cent respectively. 

Mr Hendry claimed Saab'a 
growth was on target, hi 
addition to the station 
wagon launch later this 
year, it will unveil a sports 
car in the spring. 


Thailand, Korea and Pakis- 
tan also offer considerable 
problems. Even China, 
which had been the great 
hope far bankers at the start 
. of the year, could devalue its 


c u rre n cy, presenting bank- 
ets with a domino effect 

Of coarse, it is not all bad 
news. Activity in the US 
market, for example, has 
been increasing rapid2y with 
energy deregulation. 

In the UK. PFI activity has 
picked up, and the Middle 
East ami parts of Latin 
America remain fairly 
active: 

However, the Asian slow- 
down has also hit commod- 
ity prices - a big disincen- 
tive for oil. power or 
chemical plants - and even 
India, one of the big poten- 
tial markets, has bear dam- 
aged by US embargoes fol- 
lowing its nuclear testing. 

This has all followed a 
period when banks geared 
up resources to develop a 
supposedly lucrative new 
market, so cuts are being 
pushed through rapidly. - 

An Mr Files said: “The 
level of activity for Asian 
projects in 1999 is going to 
be 10 or 20 per cent of what 
it was'a few years ago, and 
you could argue the business 
was over-banked then." 

Considerable capacity is 
coming out of the market. 
Partially, this is the 
response of troubled Aslan 
hariire refnrng in their bal- 
ance sheets. In addition, 
there is the Impact of a num- 
ber of bank mergers, such as 
the Uition Bank of Switzer- 
land with Swiss Bank Corp. 

And then there are the 
franks that are recognising 
that they have not been get- 
ting a ret u rn from the busi- 
ness that reflects the risks. 

The big issue for continu- 
ing participants, is whether 
the supply of capital will 
diminish faster than the sup- 
ply of genuinely attractive 
projects. At tire very least 
banks will take a for more 
aggressive stance towards 
pricing risk. 

As many of the standard 
syndicate members of old 
disappear, the remaining 
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banks are being forced to banks' own balance sheets, 
take more loans on their as was demonstrated by 


own balance sheets. 

“The underwriting risk for 
those banks that want to- 
remain key players in this 
market has increased sub- 
stantially over a year ago. 
The key to success in this 
market going forward is to 
find multiple sources of capi- 
tal," said Adebsyo QgunJesi. 
managing director and head 
of global project finance at 
Credit Suisse First Boston. 

The capital markets them- 
selves have been viewed as 
the great hope for project 
finance, and tl8bn of project 
bonds have been issued so 
for this year, according to 
CSFB. However, bond inves- 
tors' appetite for emerging 
market project risk has 
evaporated. 

For one recent Mexican 
project, the bank loan 
tranche paid 200 basis points 
over Libor, while bond inves- 
tors demanded a yield 
spread of more than 600 
basis points, making the cap- 
ital markets look an expen- 
sive luxury. 

The bond markets, how- 
ever, can still supplement 


CSFR's successful launch of 
AAA rated Project Funding 
Corporation l bonds, which 
ware backed by the cashflow 
from a number of CSFB- 
fonded projects. . - 

The buds is now working 
mi a second tranch e, which 
would allow CSFB to raise 
capital few future projects, as 
well as refinancing existing 
ones. 

The international capital 
markets will also bee a sig- 
nificant additional test in 
the final quarts’. 

Slncor. a Venezuelan oil 
project, is due to raise gLSbn 
from a bond issue, after sign- 
ing up $U(bn from a bank 
syndicate. This will be an 
Important bellwether for the 
project bond market. 

Rod Morrison, editor of 
IFR Project Finance Interna- 
tional magazine, argues: “It 
has returned to a normal 
market, it is not all per- 
ceived to be good, as it was a 
year or two ago, when every- 
one wanted to tend.” 

Normality, however, could 
prove a painful learning 

experience. 


Warning hurts Canadian banks 


By Scott Morrison hi Toronto 


Canada’s bank shares fell 
after & profit warning from 
Canadian Imperial Bank of 
Commerce on Friday 
sparked fears of a slowdown 
in the sector. 

"There is concern that the 
party may be over," said one 
flnanrtai services analyst. 

The Toronto stock 
exchange’s banking sector 
index dosed down almost 6 
pear cent, with CIBC leading 
the decline. The bank's 
share price fell 16 per cent to 
C$37.15, knocking C$25bn 
(US$15tm) off its market 
capitalisation. 

Shares of Toronto-Damin- 
ian Bank, which hak agreed 
to merge with QBC, also fen 
almost 7 per cent, to close at 
C$52.70. 

Observers said lower than 
expected CIBC third-quarter 


results would probably not 
affect the proposed merger, 
one of two pending regula- 
tory approval. 

MteP Canadian hanks are 
expected to repeat lower or 
flat thirdrquarter earnings 
compared with the previous 
period and the third quarter 
last year. Roy Palmer, ana- 
lyst with Toronto Dominion 
Securities, expects only 
Royal Bank to report higher 
third-quarter earnings. 

CIBC said third-quarter 
earnings- would be about 50 
cents per share, down 
shmply from an expected 85 
carts owing to weak capital 
market revenues and higher 
expenses linked to its acqui- 
sition last year of Oppen- 
heimer, the US equity 
dealer. ODBC's results for the 
third quarter, ended July 31, 
are expected in early Sep- 
tember. 


Canada's top five banks 
each own one of the coun- 
try’s largest brokerage firms 
and were expected to be 
affected t# sagging capital 
markets. 

Shares in Royal Bank, 
Bank of Nova Scotia and 
Bank of Montreal also 
slipped an Friday, although 
they are not seen to be as 
vulnerable to capital mar- 
kets weakness as CIBC, 
which has been more aggres- 
sive In pypanding its Invest- 
ment banking operations. 

The overall decline in 
bank shares contributed to a 
05 per cent slide in the key 
TSE 300 index on Friday. 

Bank shares were also hit 
by Canada’s falling dollar. 
The weak dollar has also 
heightened speculation that 
the Bank of Canada will be 


hit demand for loans and 
affect commercial banks’ 
profits. 

Furthermore, analysts 
were concerned that sputter 
ing economic growth could 
lead to a rise in loan-toss 
provisions during the latter 
part of this year. But they 
said most will again report 
record profits for 1998 given 
the industry's strong perfor- 
mance in the first half of the 
year, during which the five 
banks earned C$3.7bn. 

The top five banks have 
posted record profits for the 
past four years, reaching a 
collective C$7. lbn in 1997. 

Statistics Canada recently 
reported that financial ser- 
vice sector activity in May 
declined 1.7 per cent as vol- 
umes of stock traded fell, but 
the agency said early indl en- 


forced bo raise its overnight, tions were that the industry 
interest rate, which would was recovering in June. 
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The single European currency will present you with 
a wealth of financial opportunities. 
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CLEAR 


The advantage to you of having a single hub that offers access 
to these opportunities to, from, and within Europe. 



The Euroclear System is uniquely positioned as your premier hub for 
securities settlement, custody, and collateral management. 

You benefit from a single entry point to the provision of real-time, multi-instrument, 
cross-collateral settlement in the single currency. 

There’s no simpler way to manage your transition to the euro and exploit the opportunities 
while further reducing risk and saving money. 


The advantages couldn’t be clearer. 
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wvm.euroclear.com 


Euroclear 

TRANSACTIONS SPEAK LOUDER THAN WORDS. 
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ING^S)BARINGS 


MARKETS 



August 10 - August 16 


ingASbarings 


NEW YORK 


By RMiart Tonkins 

It threatens to be a week of 
high anxiety in US equity 
markets after last Tuesday’s 
299 A3 fall in the Dow Jones 
Industrial Average and the 
volatility that followed. 

On Friday, equities rallied 
for a third day. but the Dow 
and S&P 500 indices gave up 
most of their gains in late 
trading, indicating a lack of 
confidence in prospects for a 
sustained rally. 

On a more bullish note, US 
retailers start reporting 
second-quarter results this 
week, and should show 
healthy profit increases. But 
even this could be seen as 
bad news by the bears, who 
may take it as evidence that 
consumers have decided to 
spend their money an goods 
instead of stocks. 

Treasuries have been 
range-bound, with the yield 
on the 30-year bond 
continually flirting with the 
5Va per cart level but failing 
to break through- This week 
could further test those yield 
lows, especially if equities 
show further weakness. 
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accumulate. 
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A decisive factor could be 
the degree of market 
confidence in the ability of 
Japan's new leadership to 
engineer economic recovery. 
If confidence remains low, 
the likelihood of further 
dollar appreciation against 
the yen could boost Treasury 
prices, pushing yields Into 
new territory. 


By Ptiffip Coggaa 

The Bank of England’s 
monetary policy committee 
left rates on hold last week, 
and this week we should 
discover why. The quarterly 
inflation report win 
presumably suggest inflation 
is ^parting- Ear the 2Ji per 
cent target otherwise the 
decision will seem odd. 

But the market win be 
reading the report carefully 
to see the committee's 
reaction to government 
spending plans, and for any 
suggestion that rates have 
peaked . On the same day, 
the minutes of the July 
committee meeting win be 
released, alio wing analysts 

to see how many members 
were pushing for a rate rise. 

The key statistic of the 
week will be average 
earnings figures, cited by the 
Bank when it sanctioned the 
June rate rise. The 
consensus forecast, 
according to Standard & 
Poor’s MMS, is for the 
annual rate of increase to 
slip to 5.3 per cent, from 5.4 
percent. 
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But the markets will also 
be keeping an eye an the 
British Retail Consortium 
survey and the producer 
prices figures. 

After the recent downward 
revisions to corporate 
earnings forecasts, figures 
from Inchcape, BSkyB, CGU 
and Orange will all be 
watched closely. 


RIGHTS OFFERS 


By Graham Bmriey 


Frankfurt remains nervous 
after the gy r ations in share 
prices last week which 
followed the weakness of the 
US market Analysts expect 
the correction to continue 
after the strong rise in share 
prices in Germany this year, 
hut they forecast the 
correction to be only a mild 
one, m spite of the Mb 
earlier in the week. 
Frankfurt's bine-chip DAX 
index dosed up L03 per cent 
at at the end o£ 

Xetra electronic trading on 
Friday. 

One uncertainty for 
investors in the Goman 
market is the national 
election next month. 

Gerhard Schroder, the 
left-wing challenger to the 
chancellor, Helmut Kohl, is 
leading opinion polls, hut 
investors are un c l e a r about 
the new policies he could 
introduce, were he to win. 

Unfortunately for Mr Kohl, 
the economy is showing few 
signs of stronger growth, 
with data last week showing 
unemployment still at high 
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Aug 7 Pup 8 Aog 5 Aog 4 Aug 3 Hph Urn Wgb tew 

FTSE 100 5B90.4 5594.1 5B325 5738.1 5808.7 017U 50885 *1795 SBB5 
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tevds and industrial 
production wenk.-- 
Qiagen, the biotechnology 
group, listed on the Neuer 
Markt the esdrange for 
smalL hi-tech conqjanies, 
publics half-year results 
today. Henkel reports an 
first-half business tomorrow, 
wtiiip Mannaa man n »r*4 • 
Veba r^OTt on Thursday. 


By Khoram U8rdoat 


Afto- prime minister Keiio 
Obuchi’S disappointing - 
policy speech on Friday, 
attention is now {boused on 


government’s “bridge bank" 
acheme to dose failed banks, 
which will be^ introduced in 
parliament this week. 

. The markets have given . 
their verdict on Mr Qbucht 
and his agenda text salvation 
for the new admhjistratioii 
may lie In the swtftne6S with 
which It legislates to dean 
up the banking sector. 

■ One increasingly 
important factor will be the 
opposition Democratic Party, 
which opposes the bridge 
bank proposal as currently 
formulated. Mr Obudri 
indicated at the weekend he 
was pr e pa red to meet the' 
opposition for talks. 

Meanwhile. In the reed 
economy, markets will be 
watching for farther signals 
of deflation, with' the 
publication of the July . 
wholesale price index oh 
Tuesday, hi recent months 
the index has been negative 
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and a continuation of this is 
likely, OuWedneaday. 
revised tadustrial production 
and capacity utiifsatkm data 
for June are reteased, while 
Thursday sees the June 
current account figure, . . 
which should show the trade 
surplus continuing to 
balloon, helped by the weak 
yen, . 




Analysts would be pleased to 
hear of progress on the 
planned link with American 
Airlines when British Air- 
ways today announces 
results for the first quarter 
to June, although no signifi- 
cant news is expected. The 
strength, of sterling is likely 
to have had an effect, but 
the fall in the ofl price 
should work to the advan- 
tage of BA. Growth in pas- 
senger volume is likely to be 
respectable, partly because 
industrial action last year 
held back passenger num- 
bers. An underlying pretax 
advance of U per emit to 
£100m ($lKm) is expected by 
BT Alex Brown. 

• The impact that the latest 
wave of uncertainty from 
Asia hag had an Inchcape, 
one of the UK’s oldest trad- 
ing companies, win be 
keenly analysed when it 
announces interim figures. 
About 40 per cent of the 
company's profits are gener- 
ated in Asia and the troubles 
in the region win have taken 
their toll. The company 
recently announced plans to 
break itself up, and investors 
may be nervous over the 
timing. There may be an 
announcement that the Rus- 
sian bottling operations have 

! been sold. The UK motors 
division is expected to have 
done well, although it may 
be affected by the impact of 
falling resale values of used 
i cars that has hurt Arrive 
and Car Group. BT. Alex 
Brown expects a decline of 
about 26 per cent to £S8m 
pre-tax. 

TUESDAY 

• Third-quarter figures 
from industrial gases group 
BOC.will probably be over- 
shadowed by an update on 
its plans for a shake-up. The 
first-half results in May 
•included a commitment to a 





Richard Ayfing of British Airways hoping ter a US breakthrough 


range of programmes to con- 
trol costs and improve sales, 
which- would be unveiled 
with these results. The scale 
of the changes and the 
results that the management 
expects will be keenly ana- 
lysed. Job cuts are likely, 
with some analysts suggest- 
ing 10 per cent of employees 
may have to go. The gases 
business is expected to be 
healthy while the strength of 
sterling win yet again have 
hurt the bottom line. First- 
half profits were down 17 per 
cent because of currency and 
Asia. A pre-tax fan of about 
16 per cent to £270m is 
expected. 

• Hunter Douglas is expec- 
ted to report net profit of 
F138.5m-n.90.7ln ($48-8m- 
$44.4m) far the first half to 
June SO, compared with 
FI 76.3m a yearearlier, 
according to analysts’ fore- 
casts. AFX, Amsterdam ■ 


• The first set of interim 
figures from Nycomed Amer- 
ghsrm should give analysts 
an opportunity to achieve a 
clearer understanding of t hp 


company formed from the 
merger of Amersham Inter- 
national and Nycomed of 
Norway last year. 

There are no comparative 
figures but about £U0m- 
£U5m pre-tax is likely this 
time. Analysts will be keen 
to hear: of the effect of the 
company's exposure to cur- 
rencies, particularly the yen. 

• Weakness in its US mar- 
kets is likely to have affected 
interim figures from Smith 
& Nephew, which are expec- 
ted to have fallen about 11 
per cent to £70m pre-tax. 
Nevertheless, the shares 
have found support on hopes 
of consolidation in the indus- 
try. 


WEDNESDAY 

• Cables group BICC will 
probably have suffered from 
the effects of competitive pri- 
cing, the strength of sterling 
and Aslan turmoil in its first 
half. Although margins at 
Balfour Beatty may well 
have improved, an underly- 
ing pre-tax decline of about 


13 per emit to about £50m is 
expected. 

• CGU, the insurer fanned 
by the merger of General 
Accident and Commercial 
Union, will have suffered 
from the effects of bad 
weather in the US. where 
GA was particularly strong. 
Ice storms in Canada will 
also have hit profits, while 
insurance in the UK will 
contribute to the profits 
decline. Pre-tax operating 
profits are expected to fall 
by almost half, to £270m. 

THURSDAY 

• Getronics, the Dutch 
information technology com- 
pany, is likely to report net 
profits of FI 104-F1 118.4m, 
compared with FI 79m fa the 
first half of 1997, according 
to analysts. They put 
Getronics' operating result 
in a range of FI 104m- 
FL 143.6m, up from 
FI 107.8m, with pamhig n per 
share of FI 1.16-F1 1,32 com- 
pared with Fl 0.9 in 1997. 
AFX, Amsterdam 


NEW INTERNATIONAL BOND ISSUES 


CONTRACTS & TENDERS 



Invitation for Bids 

Port of Tallinn announces a tender for bids with prior negotiations for the creation of building tide for 
building container terminal at Muuga harbour on public land. 

The Land unit to be encumbered with the budding title has: 

Cadastre signs: 44603.-001:6080 
Purpose:prod action land 
Area: 180 268 tn 1 
Term: SO (fifty) years 

Initial amount of annual fee: 324 500 Estonian kroons 
Capacity of tbe terminal:200 000 TEU (I phase 60 000 TEU) 

The building terms wi]i be available at tbe address of Tallinn, 25 Sadsma street, room 403, EE0100 
Estonian, on working days from 10 a.m. to 4 p.m. (local time) at tbe presentation of tbe written 
application of the copy of order of payment for tbe noo refundable participation fee. The participation 
fee of 5000 Estonian kroons is to be paid to the account No 221001138983 of AS Tsflimui gadam 
in Hansapank, code 767. For additional information please contact Port of Tallinn Authority, 
phone +372 63 1 8 013, fax +372 63 1 8 005. 

All bids most be delivered in a sealed envelope in E«nnnm or English not later than October 1”, 1998 u 

2. pjn. (local rime) to Pott of Iblliim at the address of Tallinn . 25 Sadama street, room 406, EE0I0O 
Estonia. All bids must be accompanied by a bid security of equivalent to 162 250 F«tn™»n kroons. Rid* 
w{0 be opened in the presence of Bidders’ representatives who choose to arawiH on October 1". 1998-al 

3. p.m. Tbe tender shall be effected in accordance with the legal acts of the Estonian Republic. 

/* caw then is no suitable bid. Port qf Tallinn, reserves the right not to annotates the winner. 


Open for 
business. 


Hpme ,-inJ Office Software. 

for :;roro iiiform.’tcn p>ftv.e coil: 
I'll -’V4 171 673 3346 
Fax. 17 1 S73 4431 
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DIVIDEND & INTEREST PAYMENTS 
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■ TODAY 

Abbey National Treasury 6% 
Gtd Nts 1999 £60 
Do 6% Gtd iSHs 2002 
L300000.0 

Do Cno-Tec 10 Lkd FRN 2009 
FFrl 1050.0 

American Express S0.E25 
British Sleet 7p 
Oiubu Electric Power 6%% 
Nts 1999 £87.50 
Conversion ffWfc 2001 C4.S75 
Crabtree Ip 

Bectrocomponents G^p 

Kobe Ofifc eid Bd 1999 

S443.75 

Metroline 2.1 p 

Nomura lm Sb FRN 2004 

5144.55 

Quadrant Housng Rr Gtd 

Sec Stppd Coupon Bd 

2015-2033 £247 
Raadicut hit 1.95p 
Shelton (Martin) 3p 
Sterling I nets 75p 
Treasury 6% 1999 £3 
VTech SO.10 

■ TOMORROW 

Avesco 4p 

Bradford & Bingley Bldg Scfy 
FRN Feb 1999 £190 62 
BT Fm 8^% Gtd Bd 1999 
S437.50 

Do 8 ’'b% Gtd Bd 2009 
S43&25 

Hapoalim Int Gtd FRN 2000 
S29558 

Ladbroke 87s% Bd 2003 
£443.75 

Latham (James) 6 5p 
Mazda Motor 5.1 % Bd 2000 
Y5100000 


DO FRN 2000 Y23079.0 
Sedgemoor l.5p 
Severn Trent B 1.06875p 
Staveley bids 6.5p 
TLG 3. Ip 
Tnmty Care 3.7p 
Victorian public Auth Fin 
Agency 9T49b Gtd Bd 1999 
£96.25 

■ WEDNESDAY 

AUGUST 12 

Aberdeen New Dawn )nv Tst 
l.65p 

Babcock int 1.1 Ip 

Bimvngnam MidSbires Bldg 
Sc^« FRN 1999 £190.62 
European Colour 1.635p 
Henderson Geared Inc & 
Grwth Tst 2.2Sp 
Mansfield Brewery 5.65p 
Nora Scotia FRN 2001 
Si 4^34722 
Pema l.3p 
Vosper Thorny croft 
2C35p 

Woolwich Step-up Callable Sb 
FR Bd 2012 £196.92 

■ THURSDAY 
AUGUST 13 
Brockhampton 32p 
Do A NA/lg 3^p 
Century kins 2.4p 
ETectra Inv Tst 5.l7Sp 
Metrotect Ip 

New Inv for Trains Class 
Asset-Bckd FRN Feb 2011 
£22.36 

Do Class B May 201 1 £23 43 
Do Class C May 201 1 £24.71 
Nordic Inv Bank 7 3 ^* Nts 
1998 £77 .SO 


UK COMPANIES 

■ TODAY 

COMPANY MEETINGS: 
Aberdeen New Dawn Inv 
Tst, 1, Bow Churchyard. 
Cheapside, EC., 12.00 
MS International, Doncaster 
Moat House. Warmsworth. 
Doncaster, 12.00 
BOARD MEETINGS: 

Final: 

Stoves 
Interims: 
inches pe 
Saatchl & Saatchi 
S3v ermines 

■ TOMORROW 
COMPANY MEETINGS: 

Anrte, 353, Buckingham 
Ave. Slough, Berks.. 11^0 
Safeland, 144, Great North 
Way. Hendon, N.W.. 11.00 
BOARD MEETINGS: 

Final: 

Milner Estates 
Interims: 

Han Eng 
Headtom 

Nycomed Amersham 
Quantica 

Sanderson Bra mall ' 


Sedg wrick 
Smith & Nephew 
Thompson Clive Inv 

■ WEDNESDAY 
AUGUST 12 
COMPANY MEETINGS: 
Bakery Services, Bamsgate 
Manor Vineyard. Herons 
Ghyll. Uckfieid. East Sussex. 
3.00 

Mountview Estates, 
Kenilworth Hotel, Great 
Russell Street W.C.. 11.30 

BOARD MEETINGS: 

Finals: 

VDC 

Westminster Health Care 
Interims: 

BICC 

CGU 

Morgan Seidall 

■ THURSDAY AUGUST 13 
COMPANY MEETING: 

AIT, 309, Reading Rd, 
Henley-on-Thames, Oxotl, 
10J30 

BOARD MEETINGS: 

Interims: 


■ FRIDAY 
AUGUST 14 
Castings 4.l7p 
Cropper (James) 3.6p 
DBSMngmnt 3.1p 
De La Rue Op 
Deftron Elec 1.18p 
Friendly Hotels 3.7p 
GB Railways 5p 
Hornby 5p 

bipertal Tobacco 7.6p 
Kim Capital 12.4p 
Macdonald Hotels 3.35p 
Marsh & McLennan SO.40 
Prlkington 325 p 
RPC 3.15p 
Ramsdan's (Harry) Ip 
SDX Business Systems Ip 
Savoy Asset Mngmnt 2p 
Scapa S.59p 

Scottish Metropolitan Prop 
IDlttb 1st Mtg Db 2016 
£5.125 

Somic 1-925P 
Tanjong MS0.22 
Umeco 4.9p 

Vmdtan Un Var Rate Ln Nts 
2003 1. 79906 7p 
Vodafone 2.82p 
Workspace 12p 

■ SATURDAY 
AUGUST 15 
Abbott Labs $0.15 

Anglo American Inv Tst 6% 
Gross Cm Pt R0.0G 
Fishguaid & Rossian* Rlwys & 
HrCas VAo Gtd Pf 1225p 
Jarvis Hotels 3p 

■ SUNDAY AUGUST 16 

Treasury 2’:^ IL 2013 


Independent Insurance 
Portme Irion 

■ FRIDAY AUGUST 14 

Finals: 

Crown Eyeglass 
Slug & Lettuce 
Interim: 

Sherwood kit 

■ SATURDAY AUGUST 15 
BOARD MEETINGS: 

Final: 

Peterhead 

Company meetings are 
annual genera! meetings 
unless otherwise stated. 
Please note: Reports and 
accounts are not normally 
available until approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

This list is not necessarily 
comprehensive since 
companies are no longer 
obliged to notify the Stock 
Exchange of imminent 
announcements. 


CONFERENCES AND COURSES 


CONFERENCES 


IT and Customer Loyalty 
Seminar 

A breakfast seminar considering bow 
technology on be used to attnet and 
re lain customer loyalty. Speakers 
include: Phil Hcndey. Orange Personal 
Com muni cations Services, David 
Robortom, The Direct Marketing 
Association, Dr William Lovegrove 
Mmktiy of Sotmd 
For details contact: 

Sian Faoeoutt, 

Fmandal Times Conferences 
Tfch 011 1 873 3262 
fax: 0171 873 3067 


SEPTEMBERS & 4 
FT World A e ros pa ce and Air 
Transport Conference 
Distinguished speakers include Neil 
Kinnoek. Member of the European 
Contmiadon: Adam Brown. Airbus 
Imkoftie; Robed Ayting. British Airways 
pic; Pierre leansuoc. lATA: Jcfcn Weston 
CBE, British Aerospace pic*. Gordon 
BeflunM, Condo estal Airlines Inc and 
Jim Swigmt. Vngin Express. 

Contact: Joania Edwards, 

FT Conferences 
Teh {4441 171 S73 3374 
fax: (*44) 171873 3806 

Fitaf l'jnHimudwifdi^l iJ tw u 

www iflccufcmn BBi rom 

LONDON 

SEPTEMBER 8-10 
Second Pan-African 
Investment Summit 
PRIVATISATION 91 PRACTICE 
•*The Restructuring of Stale owned 
Enterprises in Africa Into the neat 
MBtcttutairi 

Joh a nnesburg TM.- 437 11 8070948 
fax: +27 1 1 807 0919 
FimiI gokfciiy#i>Ericxjoom 
For bookings and. more information 
rvwuiT' Basinas jp Africa Ccarforenocs 
London Tbl: +44 171 493 7969 
Rut: +44 171 4957966 

rtinnha n in^ia ^ccny sT v ooom 


SEPTEMBER 13 - 18 
17lh Congress of the Worid 
Energy Council 
P tw mkt m s rgpd wf t^ OTfroy . 

Focus on energy, technology, 
sustaining world development hUO- 
next rmnenhnn. 

Tei (idWiree): 888 324 4932 
TO (outride U£-A.fc 202 331 0413 

www.wec98congRS»Ag 

Hw K t a n, I HXAS - ISA 


SEPTEMBER 15 & 16. 

Th« 2nd FT World Water 
Conference - 

Confirmed speakers ioclnde Mr W J 
Alexander. Thame* Water pie: Mr 
Prebcn NMh Aslan Dndtap went. 
. y<mt- Mr Jan print. ABN A WO Bank 
NV aod Eh- Leon-AwertwdL Oversens 

Contact; Joamm Edwmds. 

FT Conferences 

Td: <+44)171 *73 3374 

fax: (+44)171873 3067 

E ^ :j0 ^^ To ^ 


IntBlcaBi 98 - The Wireless 
Economy 

Thn Wireless Economy . 
Conference andrExhttflon 
uniquely for lfie first lirae 
a pe stt V s itelutaWyotthe 
sxplocfcig European mobSafflxj . 
wireless comra n l cafi g g mdushy. 
&pportedfay IS key assocteoos. 
hear 100 CEOs and VPs umeB 
Sieh future visions torOie ireiti- 
bfflon celular, mobfle data and 
Intawt, moblesaldBtB, pe^ng. 
Bw4tedtado,iT«hteeK»rtnwce, 
vdreiess access, netwsk 
man agement, and broadband 
rauSmedh content sectors, 

Tel: +44 171 9570030 
Fax: +44 1717 857 0031 
wwwJntalcomOlLcom 



tetefBantmal Real Esma Fatanca 
Conference ‘Creaiing a Hew 
tfarngp fitotol RarimreUps 
bt Real Estate Ftrance" 

Sponsored hy too Mongaga Bm*am 
aaoduSanol America (MBA). The 
only Iranmationd real estate Snence 
LUih a nce daw oi sd lo moremaa 
IXmrceprols sW oital a tmmdogsfa 
at nmkms. Sewn cover mart 
dmtopments In ton reskfemw and 
coramaidal sadoo Jn enmqjlno 
mmfcms. Tbpts kckxria mtMataref 
adMy. flovamnwn ooflgr penpwmre. 
sacondwy systaois, kasmadonal low 
kiccma Mtdng. bvxwsmre rednSogy 
andtredobefri+m. ■ 

Bor feMlmr information contact 
IBA baammlenai Dtvfekm 


Fax: . SK3B1073a - 
Enmto kit u W o relgetnm 


SEPTEMBER 21 -23 
lATA's ‘Flnaidal Forum 98* 
Sourcing Winning Business 
Solutions. 

A financial event giving senior airline 
management a freib perspective and 
brncr underttandiog of die ffarencial 
impact of the burnt automtica systems 
end mtdii-souTce soludaax used in dm 
air^oe industry. 

Speakers from: 5ITA. IBM. CUlbank, 

MtSCBre.BAA.eu. 

far more detafir 

Hayfejr Nadt-Smith 

TO, +44 >81 607 6241 

BUl: imfannii W iglhw m 

PARIS 


The Naw Regime for the 
Regafatioa ef Financial 
Services In tba UK 
Organised bythe RnancM 
Sendees Audiority, the CSFl and 
CHy & FtnencU. INb major 
conference w3 tfiaatss flw FSA* 
approach to knptetrantmg its new 
powers under toe Financial 
Services and Markets BIB. 
Keynote speakers: Howard 
Davies, Chairmen, SFA; and 
Stephen Byers MP, Chief 
Secretary, HM Treasury 
Ctty A RnancM 
IbJ: 01483 720707 
fane 01483 740803 



PSA 


OCTOBER 6 

Project Management -the . 
Challenges of Tomorrow and 
Beyond ‘ 

The impact of the Eero an managing 
project* and the special skills and 
techniques demanded: RAD. OO and 
Viaual-evaryihing: Intcreeifloimm 
projects Project management needs io 
extend hs scope tn handle new activities 
and to exploit new system de v el op m ent 
techniques. 

UNICOM 

c 01895 256484 

f: 01895813095 
iafoSwdcanLcauk 

LONDON 


OCTOBER 6-7 
Prepvlng for EMU - the IT 
challenge: How to Achieve 
fear 2000 Compliance 

Management Issues: the rrapUcaitons 
Tor IT; problems and solutions of 
eon version. Case studies from those 
who are ahead of the game. Y2K 
compliance is a h u s m e ss as well as an 
IT issue. Learn how to ensure your 
basfoess fractions normaDy through the 
tumoT the century. 

UNICOM 

1 01895 256484 f: 01895 813095 
mfc@uiricomxo.ule 

LONDON 


OCTOBER 14 & 15 
FT World Mobile 
Communicatiofis Conference 

This annual FT conference has once 
* Again attracted AD im m iiki ei f nmd 
of senior executiva from the mobile 
industry. Speakers include: Mr Hans 
Snook. Orange pic; Dr Jimg-Uck Sea. 
SK Telecom. 

Contact: Sian fancoon 
Ibk 0171 8733262 
Email: sanJaneoaregftxnm 
www Jtamfe tt a c csxo m 

LONDON 

OCTOBER 20 621 
The 2nd UUlty Congress 
-The Competnion AuzSt 
A two day conferen c e and exhilrilion 
organised by l>ulhy Week magazine 
will address key issues facing the utility 
industry. Speakers mchtde: fail Nolan. 
Trnnsco; Keith Ordtodn. Electricity 
Supply Asaoriathm of AretraDa: John 
Easton. Edkon: Chris Meflor, AngQan 
Water; John Robem. Electricity 
Association, Mike Bern is. London 

Ekctridtr 

TO: 444 181 652 3818 
ft*: +44 |81 6S23482 
E-mail: mgrli jreirig l iiii rn uk 

BRIGHTON 


OCTOBER 28 
The 3rd Annual FT Diamonds 
Conference 

Confirmed speakers include Mr James 
R Rotbwcli. BHP Diamonds Inc; 
Mr Rya Yamagnehi. Gems Imetnation] 
Co Lid; Mr Rancors Curict, Oniilie's 
Europe: Mr Mark Cockle. Diamond 
hnermkaisl and a senior repeeseniaiivc 
from De Beers. 

Comacc Stan Fancoon. FT Confeiaxxs 
TO +44 171 873 3262 
Fat +44 171 873 3067 
Email: mlansmgfuaiii 


Maul, Hawaii, USA 


Financial Times Conferences & Courses 

International 
Conference Venue 
Directory 

From 7 September 1998 

The Financial Times wiH be offering Conference Venues 
worldwide the opportunfty to advertise in a 
Conference Venue Directory on this page every Monday. 

If you have a conference venue to promote, advertise in 
this regular section and reach over 1 million readers 
including some of the most senior & influential 
decision makers worldwide. 


For further information, please contact: 
Jade Sanderson 
Tel: *44 171 873 3507 
Fax: +44 171 873 3098 
email: jade.sanderson@FT.com 


COURSES 


LANGUAGE COURSES 


SEPTeaBBR17&ie . 
DSW: First German 
Corporate Go ve rna nce 
Conference 

Ckmmy'i loading shareholder 
association 'invkcx nrtcmstioaal 
institutional investors . for ibis 
c mfij c ncc (Englnh). Key speakers wiH 
dtsenss prisml mu) tone tevdappm 
. fr> the German corporate-gov erna nce 
symm. • 

Cartxct JgflaBt fflt fc f -HeiMdier . . . 

TO +49-211-669702 
F*C +49-21 1-6697 60 -. 

- Bnxflrja&dsw- fa foLdc 
ftr timbo* Mbnmian ■ 

WttJfaadcn; GERMANY 


Conferences 

& 

Courses 


AUGUST 17-16 
BPP Financial Education 
Correspondent Banking 
Gives so introduction to the role, of 
correspondent banking in today’s . 
environment. • FmhMrin g re K o ndd pi 

• Ri*k impficaaccs « Nostro and vostro 
accounts ■ trade relateti business: 
ooDeeticna. to -Rcmpmeay • CmtocSal 
grvto- Informati o n sources: 

FULL OUTLINE AVAILABLE 
TO 01 71 628 8444 Fax: 0171 628 7818 
EtmuL' bp(Xia&tia|Qcon^XKefvnixm 
CITY OF LONDON 

AUGUST 17-21 

■ - |n~,v 1-, ,1,^1111- 

Mbnn*^PJwf ih wwWPfl 

tetr oductionlo Corporate 
Credit Analysis 

• Typo of Borrower* and their needs 
■ TWmquc* of Cre<& AnaMs * Profit 

.and Lon account and Balance Sheets 

• Spreading. Ratios, Anmei Repots, 
financial Analysis • Cashflow Forecasts, 

■Sensitivity. Analysis - Struct ur in g and 
Cbvenane • Arafyse of Rids 
SDvys OMS + VAT 
Contact: Blieitiu Thmmg £ ConsultB^ 
TO 0171 9296633 fax: 0171 9296644 
Eraml: KidMftMiuam . 
totonw: bup^ivwwJjachnixtxii 

' Ij. LONDON 


AUGUST 18 

BPP financial Education 
Practical Economies tor 
Traders and Investors 
Reviews the application of economic 
theory and ghres aa rafriaanlo o of the 
effects of key iuticaiiHs upon maricet 
m om mems-Wowma cimuj ii u i u ieifaeoty 
can help dealers, investors, financial 
managers and new entrants to the 
ounfcdtt. * inflation • Exchange rates 
■ Bailee of p ay ments- U ne nyhyna na, 
FULL OUTLINE AVAILABLE 
Tel: 0171 628 8444 Far. 0171 628 1818 
Email: bpfmiang^cotnpuaervcxoin 
CTTI’ OF LONDON 

AUGUST 24-26 

teehfa -pertweeki ftsweW bteuillsdpn 
Project Finance & PF! 

- Project Risk * Feasibility Studies and 
Project Fhns^ ■ Cbostniaino of Cashflows 
and use of Modelling • Ruk/Renun 
itapects * C&axnncd Cashflows. KR 
ad NPV ■ 1yp« and Snaces of finace 
including Equity * Special Purpose 
Vehicles and Ffnaneing Strocttires 
1 Prefect Drvu n ynMi l fl n 
3 Days £995 + VAT 
Contact: Bhchm Traming & Ccmthing 
TO 0171 929 6633 fac 01 71 9296644 
Ein^ bitefai n ® htnritincom 
iraeroeu (npy/wwwtechinxao 


SEPTEMBER 2-4 
MvMi -psrtnsre In flmadafknmrfMfea 
introduction to the City end 
Financial Mar k ets 

* Historical Role of the City * The Role 
of the Bank of England * Banking 
System and Market Participants 

* OtganSmtiaae] Structure and Services 
at Major Ba nk s • Non Bank Hnanda] 
lnsnturictis * Capital, Money and Risk 
Management Markets • The London 
Stock Market - Ihchooiogy and Jargon 
3 Days £945 + VAT 

Canape Birchm Training & Consulting 
Td: 0171 929 6633 fat 0171 9296644 

ldteiuO: kty'Jfrnrttbttduhem 

LONDON 

SEPTEMBER 3 -4 
BPP Financial Education . 

- New - Asset Securitisation 
Designed for brad traders, syndications 
ma/uttra, corporate finance mid other 
profetnoads entering the complex area 
of wvmtii ra i o n - Motet dcvdopraenla 
and rationale ■ Role of the rating 
agency ■ Stiueturing the asue - Credit 
enhancement ■ Distribaiion aid market 
nukpR • Tax and legal considemloRS 
'AcCOantsig 

TO: 0171 63.8444 fax: 0171 628 7818 
BrMl:t^ytrate inggtf ompBscprexooi 
CITY OF LONDON 


SB’TEMBER 7-11 

- p& r uMi m m Etn mn im kmM ne uy o 

Corporate CrecOt Analysis 
Skills- Level n 

• Sauces of Infarmarioo mdulaf Crain 
Rating • N on-financial Factors • 
Mangemem OsnpcBre * luipuuura 
of Financial Information • CasWfo* 
Modelling • Accounting Concepts and 
Stautlardi • Creative Accounting • 

C c ntin g M I nbihriw - Cmpeore Fahac 
ariRuntiySnsrpn 
5 Days £1245 + VAT 
Contact: Budiai Irueanational pL- 
TO: 017] 029 6633 Fax: 0171 929 6644 
End: btro binfit bi i c M a obm 
hnnner hnpj/aiwmbndteicnm 

LONDON 

OCTOBER 12 -NOVQyEERM 
FT-Oty Course 
The FT-City Crane, wbicb oka place 
over S weekly afternoon scHioai. 
provides an ncdlcH introductiori io the 
City of Lento ss a major founds! rad 
trading centre. 

Enquiries: Jroreo Eilwanis. 

FTCraferences 
Td: (t44il71 873 3374 
Fte 1+44) 171 873 3067 
Froil ■ jttmnj ^M cant^rfi ,-nm 

wwwJteoafticiicrsj’nm 

LONDON 


FAST. EFFECTIVE AFFORDABLE 

Would speaking your 
Customer s language 
Have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped? No ? Why not ?DW you lose out to a competitor 
who efid speak the language of the customer? 
Don't let it happen again - 

Call BERLITZ for detail* of 'Doing Business In' 
Franch/German/Spanish NOW on 

0171 -915 0900 
0121 -643 4334 
0161 - 228 3607 
0131 - 226 7198 


Helping the World Communicate. 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 
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Bank mettle tested 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THEDOLLAR 


By Simon Koper 

The yen. Hang Kong dollar 
and Canadian dollar are 
being kicked about. Do their 
central banks care enough to 
save them? 

The yen starts this week 
barely YI above its eight* 
year low of YI4S.75 against 
the US dollar. The market is 
beginning to feel that no 
stimulus Tokyo can give will 
lift the Japanese economy 
soon. Furthermore. Japan 
seems to have become less 

keen on intervening for its 
currency. With very few yen 
bulls left, traders will try to 
push the yen below Y146.75 
against the dollar, and see if 
the Bank of Japan responds. 

It could take the Bank of 
Canada as its model of bel- 
ligerence. Last Thursday and 
Friday, the Canadians inter- 
vened In the market at all 
levels to buy their currency, 
which has got into the habit 

of hitting a new post-1858 
low almost every day. The 
Bank of Canada is now the 
main buyer in the market, so 
traders will simply have to 
calculate whether it will buy 

MONEY RATES 


mare than they can sell. The 
fTnnnriian dollar’s slide h8S 
been long rather than steep, 
and David Abramson, at the 
Bank Credit Analyst Cur- 
rency Service in Montreal, 
says the currency ts still 
only 4 per cent undervalued. 

The Hong Kong Monetary 
Authority will also have Its 
mettle tested. Last week 
investors bet China would 
soon devalue the yuan and 
the Hong Kong dollar, and 
they assaulted Hong Kong 
shares and currency for- 
wards. Various Hong Kong 
officials swore they would 
never desert the currency 
peg with the US dollar. 

However, centra) bankers 
always insist they will never 
devalue until the day they 
do. And the HK dollar and 
the yuan have been rendered 
far less competitive by the 
slide in the yen and other 
Asian currencies. 

No earth-shattering eco- 
nomic data are due out this 
week, although traders will 
scan the Bank of England’s 
quarterly Inflation Report on 
Wednesday to see if UK base 
rates have peaked. 
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European stock markets win 
start the week hoping not to 
be disrupted again by Asia 
cm- Wall Street, which have 
combined to halt the conti- 
nent’s record-breaking tun. 

Those traders who may 
have hoped for a quiet 
August while many inves- 
tors were on holiday, have 
been disappointed. Despite 
the widespread belief that 
European markets are sol- 
idly based - with inflation 
subdued, interest rates and 
bond yields low, and GDP 


FTSE Eorotop 300£unbkK 
Index . 


and corporate earnings set 
to grow - bourses corM not 
escape the impact of the 
sharp decline in the Dow. 

The main economic news 
tins week inflation. 

In Germany, rrmunnw price 
figures are expected to show 
a (L 2 per cent monthly rise 
In July. But With the annnat 
fate still at only (IS per cent, 
there is little evidence of 
tafl «tionary pressure either 
there, or in France, where 
the armual rale In July is 
e x p e cted to have 1 per 
cent. Spanish price data, 
released on Thursday, is 
expected to show a 2 per. 
cent rise. 

European markets 


rebounded on Friday, helped 
by some early strength in 
New York, but that stin left 
-them down on the week. 
Frankfort lost 15 per cent 
over the period and Paris &3 
percent 

On Friday, the FTSE Euro- 
top 100 index gained 45.69 
points, or 1.7 per cent, to 
2,792.67 while the broader 
Eurolap 300 index advanced 
1&8 tp 1,217.49. The FTSE 
EWoc 100 index, comprising 
stocks in countries planning 
to be part of the single cur- 
rency area, rose 25.75 to 

UES-84- 

Tbe strongest sector of the 
day was healthcare where 
the volatile Nycomed Amer 
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CURRENCIES & MONEY 


Europe prays for peace and quiet - 


SYNTHETIC EURO RATES 


sham gained Ecu 0.40 tp Ecu 
5.97. 

Oil stocks rebounded from 
Thursday's losses. Shell, 
which bad produced disap- 
pointing results, moved up 
Ecu £L30 to Ecu &53; Fetro- 
flna rose Ecu 20^0 to Ecu 
8SSJ06. 

Among the leisure stocks, 
good news on occupancy 
rates salt the hotels group 
Accor UP Ecu 13.70 to Ecu 
242JM. The sector as a whole 
gained IS per cent. 

The food production sector 
underperformed, gaining 
only 02 per cent, with Uni- 
lever falling Ecu 1J0 to Ecu 
60.16 after some poorly- 
received results. 
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Interaatlooal Bank for 
Reconstruction and 
Developmeot 

Yen 50^00,000.000 
Floating rate notes due 
9th February 2001 

Notice f> kmty given that 
[benota Witt bear interest at 
035234% per annanfma 10 
Aagnsr 1998 to 9 February 
1939. Interest payable 9 
February ISSSaifiaraoBVio 
YaM.411 per Yenl0.000.000 
note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


PUBLIC NOTICES 

The Beard of 
Directors of the 
Argentine 
Investment 
Company hereby 
declares a special 
dividend ofSl.80 
per share for 
shareholders of 
record on August 7, 
1998 payable on 
August 14, 1998. 
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The "Shell" Transport and Trading 
Company, Public Limited Company 

Notice to Holders of Share Warrants to Bearer 

Holders of the undermentioned Share Warrants to Bearer in the 
Company are reminded that, after surrender of coupon No 200 for 
payment of the final dividend for 1997, the coupons on such 
warrants will be exhausted. 

The Share Warrants in question are: 

Share Warrants of 4 shares each, numbered 1-134,750 
Share Warrants of 20 shares each, numbered 1-524.750 
Share Warrants of 80 shares each, numbered 1-347.250 
Share Warrants of 1000 shares each, numbered 1-14,700 

NOTICE IS HEREBY GIVEN that the talons, numbered 201, relating 
to the above mentioned Share warrants should now be 
surrendered to be exchanged for new coupon sheets. 

Particulars of the talons should be entered on listing forms, 
copies of which can be obtained from Lloyds Bank Registrars, 
Anthofin House. 71. Queen Street, London EC4N 1SL. with whom 
the completed forms, accompanied by the talons, should be 
lodged, by hand. 

The listing forms must be completed and signed by the Depositary, 
and subject to the listing forms and talons being in order, the new 
coupon sheets will be issued within a 28 day period. 

Should any talons and listing forms be received by post, the new 
coupon sheets will be dispatched by unregistered post to the 
Depositary concerned at his own risk. Neither Uoyds Bank nor the 
Company will accept responsibility for any loss in the post. 

No takm will be accepted unless accompanied by a listing form 
duly completed and signed by the Depositary. 

NOTE: Registered Shareholders with share certificates may ignore 
this notice as dividends are paid to them direct 

By Order of the Board 
MIssJ.L Munsiff 
Secretary 

Shell Centre. 

London 5E1 7NA 
10th August, 1998 


MERCURY SELECTED TRUST (SFCAV) 

(lie “Com pan)”) 

RcjpocrEd officer 6D fome deTreres . Sei H i Mfi g b ag 
R.C. LtutfmbMnit B.fc3l7 

NOTICE TO BEARER SHAREHOLDERS 

Barer Share holders are informed rfear a mnnfier of etunfttt will be m+ric so 
the Company with effect from 1 b S ept c inhu 1998. The aura change mil 
be the osnoe of two addraonal daises ol registered duiea. dm B and 
Class E Sham, m each Fond of the Company. Erroing share* will he 
dsMified >4 *dm A Shares” sad accordingly. Shareholders thouk! deliver 
rhdr certificates for oveittamping to oor of the- Paying A perns fitted he 1 -w 
by la December 1898. 

Copies of the fitter dated lOihAagnst 1998 sens td repsuicd SharefcaMen 
demUree all die change* arc available from the icnarered office and from all 
Paying Agnus. A revised Prospect u s will be avaubfe oa request from the 
regi sre red office of the Company and from all Paying Aperts from 1« 
September 1998. 


Psyiqg Agents: 

I Unique w euapo te le i 
Luxembourg S^. 

69 route d'Eadi 
L-1470 . 

Luxembourg 


Warburg DiDon Read 
(a division of UBS AG) 

Swim Bank House, 

1 High Timber Street. 

Lomfco EG1V 3S8 

Ait: Corpora it As oon * Paying Agency 

The Bawd olDrons ! 


NOTICE TO THE HOLDERS OF 
Custodial Receipts Regarding 

US$23,000,000 
Alpargatas S+A.I.C. 

9.00% Convertible Bonds duel998 

NOTICE IS HEREBY GIVEN that pursuant to Section 5.08 of the 
Custody Agreement, dated August 31, 1992. between The Bank of 
New York That Company (C^maa) Limited, a Custodian, and 
Merrill Lynch Internationa] Limited, as Depositor: the Custody 
Agreemait wfll terminate on August 17, 1S98. Pureuant to the 
terms .of the Custody Agreement, all amounts and Securities, if any 
to which the Owners are entitled thereunder nKni] be distributed’ 
to them. 

By: THE BANK OT NEW YORK TRDST COMPANY 

(CAYMAN] LIMITED 
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MONDAY 10 
Goldman decides 


Goldman Sachs partnets are expected 
to vote today at a monthly partners' 
meeting on whether to sell between 10 
and 15 per cent of the US Investment 
ranking partnership In an initial public 
offering. With partners from around the 
worid participating through 
video-conferencing, the vote will 
formalise a decision made in June to 
go ahead with taking the 130-year old 
partnership public. The proposals 
being put to partners contain details of 
the how the proceeds would be 
divided between current partners and 
employees. 

Kohl campaigns 

Germany’s Chancellor Helmut Kohl 
holds talks with political allies after 
returning from his summer holiday on 
■Friday as preparations begin for the 
country's general election on 
September 27. Mr Kohl interrupted his 
break for three seaside election trails in 
attempt to boost support; a rolling 
programme unveiGng his Christian 
Democratic/Christian Social Union's 
election platform is already underway. 
With Mr Kohl back in Bonn, the 
cabinet gathers tomorrow while leaders 
of the opposition Social Democrats 
meet in Bonn today. 

Breakaway vote 

Residents of Nevis In the eastern 
Caribbean vote whether to leave the St 
Kltts-Nevis federation and become the 
world's smallest independent nation, 
with 10,000 people. Nevisians have 
long complained that their 
37-square-mile island, an up-market 
tourist destination and haven for 



offshore banks, is neglected by the 
government in St Kitts. Secession 
requires support by two thirds of the 
island's 6,000 registered voters. 


Tennis 

Cincinnati; Great American Insurance 
ATP Championship (to August 16). San 
Marino; Sari Marino International (to 
August 16). Los Angeles; Acuna Classic 
women’s tournament (to August 16). 

Holidays 

Singapore (Sim ex open), South Africa. 


TUESDAY 11 


Arafat in Cape Town 

Palestinian president Yasser Arafat 
begins a visit to South Africa. He win 
address parliament on Wednesday. 


FlNANCtAX TIMES MON0AYAUGUST TO 1998 

FT GUIDE TO THE WEEK 


Cricket 

Triangular tournament, Trent Bridge; ' 
South Africa vSri Lante. Britannic 
Assurance Championship (seven 
matches;'-*? August 17). NatWest U19 
international, Worcester England U19 
v Pakistan 1/19 (fa August -17). 



The proposed sale of the rights to the Winnie the Pooh stories to Disney has raised a storm among members of a London Club, who vote on toe deal on Thuraday . 


Cricket 

NatWest Trophy semi-finals. Tourist 
match, Canterbury or Old Trafford: 
Kent or Lancashire v Sri Lanka (one 
day). Second women's Test, 
Harrogate; England v Australia (fa 
August 14). 

Holidays 

Jordan, Zimbabwe. 


WEDNESDAY 12 


UK inflation outlook 

The Bank of England's official outlook 
for inflation is published in Its quarterly 
inflation Report. The report includes 
the monetary policy committee’s 
forecast of the path of underlying 
inflation over the next two years. Since 
the committee left interest rates 
unchanged at its meeting last week, 
most analysts conclude that the 
report's forecast will see inflation at the 
government's target rate of 2.5 per 
cent in two years' time. But the latest 
set of UK labour market statistics, to 
be published at the same time, may 
upset the committee's forecast before 
the print is dry. 

Statehood decision 

Puerto Rico's legislature will hold a 
special session to debate whether the 
island should hold a non-binding 


plebiscite on its future relationship with 
the US. The plebiscite would ask 
voters whether the island should 
become a US state, break away as an 
independent nation or remain a US 
commonwealth. As a US 
commonwealth, the 3.8m Puerto 
Ricans are US citizens, but do not pay 
federal taxes, cannot vote in 
presidential elections and have no 
voting representatives in Congress. 

CDU/CSU platform 

German chancellor Helmut Kohl 
launches In Bonn the economic and 
social policy section of his Christian 
Democratic Union's election platform. 
The programme will be presented in 
conjunction with the Christian Social 
Union, the CDU's Bavarian sister party. 
The launch follows similar 
presentations in the previous two 
weeks on law and order policy and. 
plans for east Germany. 

Premier on trial 

Former Turkish prime minister 
Necmettin Erbakan Is due to testify to 
an Ankara court hearing charges that 
he Incited haired in a speech. 

Soccer 

Champions’ League, 2nd qualifying 
round, 1st leg; Man Utd v Lodz (Pol) or 
Kapaz (Aze). Celtic or Patrick's Athletic 
v Croatia Zagreb (Cro). Dynamo Kiev v 
Sparta Prague (Cze), Kosice (Svk) or 
Cliftonville v Brondby (Den). 


Holidays 

Thailand, Zimbabwe. 


THURSDAY 13 


Pooh for sale 

Members of the Garrick dub in 
London vote on the sale of rights to 
A.A. Milne's Wfrmie the Pooh stories to 
Disney for £200m. The dpb. one of 
four beneficiaries of any sale, is deeply 
split over whether the proceeds should 
be divided among members, who 
stand to gain around £40,000 each, or 
be spent partly on the dub itself with 
the remainder going to charity. 

Cendanfs climb back 

Cendant Corporation of the US will, 
today attempt to bring a dose to the 
accounting scandal which has harmed 
it for the last four months, by 
announcing restated accounts for 
1997, 1996 and 1995 following an 
extensive forensic audit Cendant 
formed by last year's merger of HFS, 
the hotel and real estate franchiser, 
with CUC, a direct marketer, has seen 
its share price more than halved since 
it announced in April that It had found 
serious accounting irregularities at the 
former CUC. Walter Forbes, CUC's 
former chief .executive, was forced to 
resign as chairman of Cendant last 
month. The company needs~to 
convince regulators it has dealt with 


the accounting problems before it will 
be able to complete its acquisition of • 
American Bankers Insurance of Miami, 
announced earlier this year. . 

Castro c e l eb ra tes 

President FkW Castro of Cuba 
celebrates his 72nd birthday after a - 
tour of the Caribbean region during ' 
which the veteran communist leader 
won enoouragement from several 
heads of state in his crusade to end 
the US economic embargo on his ' 
country. • ■ . j . 

Soccer _ 

Cup Winners' Cup, 2nd qualifying 
round, 1st leg: Cork City v CSKA Kiev 
(Ukraine), “Bangor City v Haka (Finland), 
Lantona (Estonia) v Hearts, Gtentoran v 
Maccabi Haifa (Israel). 

Golf 

Seattle, Washington: US PGA 
Championship (to August 16). 

Holidays 

Centra African Republic, Tunisia 


FRIDAY 14 


Cubas takes over 

Raul Cubas takes office as president of 
Paraguay. 


Holidays 


,; Pakistan, Morocco. 


SATURDAY IS 


remembers 

■Some 7,090 relatives of people wbo 
djed in the second world war win 
attend a memorial service hi Tokyo to 
mark the 53rd anniversary of Japan’s 
surrender In the conflict. Emperor 
Aklhtto wflf give a speech. Prime 

minister Keizo OBucfti and several 
members of his' cabinet wffl also 
attend. Mr Obuchi will not-visit Tokyo's 
Yasukunl shrine, a symbol of Japan's 
wartime militarism, though several 
members 'of his cabinet have indicated 
that they wHL 

Acted faith 

The first official group of Iranian 
pilgrims fri more than 18 years sets out 
for holy Shi'lte Moslem shrines in Iraq. 
ShTftes regard the shrines in Karbala 
and.NaJaf in.eouthem Iraq as second 
only to Islam's holiest sites. Mecca and 
Medina irr Saudi Arabia; Iranians have 
beep barred from the holy sites. since 
the eight year Iran-1 raq. war. 

Rugby Union . 

South Africa face New Zealand in toe 
Tri-Nations competition at Durban. 

Holidays 

Bangladesh, India, South Korea, Benin, 
Burkina Faso, Cameroon, Central 
African Republic, Cyprus, Gambia. 

Ivory Coast, Lebanon, Malta, Senegal, 
Togo, Austria, Croatia, France, 
Germany, Greece, Italy, Malta, Spain 


SUNDAY 16 


Scots stage festival 

The annual Edinburgh International 
Festival of theatre and toe arts opens 
and runs until September 5; the 
Edinburgh International Filrn Festival 
runs until August 30. A short animated 



film "Wide Prairie", based on a song 
written and recorded by toe late Linda 
McCartney, will be given its premiere. 

CompBed by Roger Beale • ~ 

Fax 44 171 873 3 196 


ECONOMIC DIARY 


Other economic news 

Monday: Canadian housing 
starts are thought to have 
remained wed down on a 
year ago last month. The 
Japanese current account 
surplus may have narrowed 
a tittle between May and 
June. UK industrial input 
prices probably continued 
falling last month, helping to 
reduce output price inflation. 
Tuesday: Consumer prices 
are thought to have fallen in 
France last month, keeping 
inflation stable. The creation 
of temporary service sector 
jobs should have fuelled 
French employment in the 
second quarter. 

Wednesday: Unemployment 
is forecast to have risen in 
the UK for the third month 
running in July, while annual 
average earnings growth 
should have slowed in the 
three months to June. The 
Bank of England publishes 
its latest Inflation Report. 
Thursday: Initial 
unemployment claims are 
thought to have picked up in 
the week ending August 8. 
US retail sales a re forecast 
to have been flat in July. 
Friday: US producer prices 
should have been stable last 
month, while industrial 
production is thought to 
have dropped a little. 


Statistics to be released this week 
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ACROSS 

] Though fast with a roll of 
notes, he's very stingy (8) 

5 Telephoned after the odds 
leapt up (6) 

9 He sees robes are laid out 
before priest returns (8; 

10 Boat put out on journey to 
see island (6) 

12 Carries, as on a camel (51 

13 Aware how Kent got Into 
trouble when batting first 
ftM) 

14 Makes a start In making 
the beds (6) 

16 French arrogance (7) 

19 Not stooping to dishonesty 

(7) 

21 Convert me with this belief 
( 6 ) 

23 This trait makes a heav- 
enly drink in the cast (9) 
25 Troublesome gnats cause 

anxiety (5) 

28 improper fractions may be 
so described <61 

27 A star of the printed word 

(8) 

28 Island's anchorage in the 
sound (6) 

29 To put one at risk on pur- 
pose is a sin (8) 


DOWN 

1 Hop around in an attempt 
to get a prize (6) 

2 Maybe it’s some groat big 
fuel store 19) 

3 Fees set for law sittings (5) 

4 A married woman in the 
country i7) 

8 Pursue writing-style attrac- 
tive to Americans <9) 

7 Arthur's head Is In a drink 
once more i5i 

8 Used for light hait? (4-1) 

11 It is fashionable to raise 
one's cap in 4 down (4) 

15 Make worse by keeping 
tank in crumbling garage 
(9) 

17 Calm and painless death (9) 

18 Amount of business that's 
produced by a patisserie (8) 

20 Deck Is ship-shape <4) 

21 To commit one rats by- 
design (71 

22 Fireman who doesn't put 
fires oat (B> 

24 Part of prison circle In 
large-scale fiddle 15) 

25 Engagement ring? (5) 
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to the Financial Times. 1 Southwark Bridge, London SE1 9HL. Solution 
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